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(1) are restored to the status of public
lands; and

(2) shall be administered in accordance
with the Area Management Plan.

(c) WiTHDRAWAL.—AIIl public lands within
the Area are withdrawn from settlement,
sale, location, entry, or disposal under the
laws applicable to public lands, including the
following:

(1) Sections 910, 2318 through 2340, and 2343
through 2346 of the Revised Statutes (com-
monly known as the ‘“General Mining Law,
of 1872") (30 U.S.C. 21, 22, 23, 24, 26 through 30,
33 through 43, 46 through 48, 50 through 53).

(2) The Mining and Minerals Policy Act of
1970 (30 U.S.C. 21a).

(3) The Act of April 26, 1882 (22 Stat. 49,
chapter 106; 30 U.S.C. 25, 31).

(4) Public Law 85-876 (30 U.S.C. 28-1, 28-2).

(5) The Act of June 21, 1949 (63 Stat. 214,
chapter 232; 30 U.S.C. 28b through 28e, 54).

(6) The Act of March 3, 1991 (21 Stat. 505,
chapter 140; 30 U.S.C. 32).

(7) The Act of May 5, 1876 (19 Stat. 52, chap-
ter 91; 30 U.S.C. 49).

(8) Sections 15, 16, and 26 of the Act of June
6, 1990 (31 Stat. 327, 328, 329, chapter 786; 30
U.S.C. 49a, 49c, 49d).

(9) Section 2 of the Act of May 4, 1934 (48
Stat. 1243, chapter 2559; 30 U.S.C. 49e, 49f).

(10) The Act entitled “An Act to promote
the mining of coal, phosphate, oil, oil shale,
gas, and sodium on the public domain’, ap-
proved February 25, 1920 (commonly known
as the ““Mineral Lands Leasing Act of 1920”’;
30 U.S.C. 181 et seq.).

(11) The Act entitled ““An Act to provide
for the disposal of materials on public lands
of the United States’’, approved July 31, 1947
(commonly known as the ‘““Materials Act of
1947°’; 30 U.S.C. 601 et seq.).

(d) WILD AND SceNIC RIVERS.—No land or
water within the Area shall be designated as
a wild, scenic, or recreational river under
section 2 of the Wild and Scenic Rivers Act
(16 U.S.C. 1273).

SEC. 12. ACQUISITION OF NON-FEDERAL LANDS.

(a) ACQUISITION OF LANDS NOT CURRENTLY
IN FEDERAL OWNERSHIP.—The Secretary,
with the cooperation and assistance of the
Commission, may acquire by purchase, ex-
change, or donation all or any part of the
land and interests in land, including con-
servation easements, within the Area from
willing sellers only.

(b) ADMINISTRATION.—ANY lands and inter-
ests in lands acquired under this section—

(1) shall be administered in accordance
with the Area Management Plan;

(2) shall not be subject to reserved water
rights for any Federal purpose, nor shall the
acquisition of the land authorize the Sec-
retary or any Federal agency to acquire
instream flows in the Rio Grande River at
any place within the Area;

(3) shall become public lands; and

(4) shall upon acquisition be immediately
withdrawn as provided in section 11.

SEC. 13. STATE INSTREAM FLOW PROTECTION
AUTHORIZED.

Nothing in this Act shall be construed to
prevent the State from acquiring an
instream flow through the Area pursuant to
the terms, conditions, and limitations of Col-
orado law to assist in protecting the natural
environment to the extent and for the pur-
poses authorized by Colorado law.

SEC. 14. RULE OF CONSTRUCTION.

Nothing in this Act shall be construed to—

(1) authorize, expressly or by implication,
the appropriation or reservation of water by
any Federal agency, or any other entity or
individual other than the State of Colorado,
for any instream flow purpose associated
with the Area;

(2) affect the rights or jurisdiction of the
United States, a State, or any other entity
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over waters of any river or stream or over
any ground water resource;

(3) alter, amend, repeal, interpret, modify,
or be in conflict with the Compact;

(4) alter or establish the respective rights
of any State, the United States, or any per-
son with respect to any water or water-re-
lated right;

(5) impede the maintenance of the free-
flowing nature of the waters in the Area so
as to protect—

(A) the ability of the State of Colorado to
fulfill its obligations under the Compact; or
(B) the riparian habitat within the Area;

(6) allow the conditioning of Federal per-
mits, permissions, licenses, or approvals to
require the bypass or release of waters ap-
propriated pursuant to State law to protect,
enhance, or alter the water flows through
the Area;

(7) affect the continuing use and operation,
repair, rehabilitation, expansion, or new con-
struction of water supply facilities, water
and wastewater treatment facilities,
stormwater facilities, public utilities, and
common carriers along the Rio Grande River
and its tributaries upstream of the Area;

(8) impose any Federal or State water use
designation or water quality standard upon
uses of, or discharges to, waters of the State
or waters of the United States, within or up-
stream of the Area, that is more restrictive
than those that would be applicable had the
Area not been established; or

(9) modify, alter, or amend title | of the
Reclamation Project Authorizing Act of 1972,
as amended (Public Law 92-514, 86 Stat. 964;
Public Law 96-375, 94 Stat. 1507; Public Law
98-570, 98 Stat. 2941; and Public Law 100-516,
100 Stat. 257), or to authorize the Secretary
to acquire water from other sources for de-
livery to the Rio Grande River pursuant to
section 102(c) of such title.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. BINGAMAN (for himself,

Mr. ENzI, Mr. DASCHLE, Mr.
JOHNSON, and Mr. INOUYE):
S. 1469. A bill to amend the Head

Start Act to provide grants to Tribal
Colleges and Universities to increase
the number of post-secondary degrees
in early childhood education and re-
lated fields earned by Indian Head
Start agency staff members, parents of
children served by such an agency, and
members of the community involved;
to the Committee on Indian Affairs.

Mr. BINGAMAN. Mr. President, I rise
today to introduce the Tribal Colleges
and Universities/Head Start Partner-
ship Act, on behalf of myself and Sen-
ators ENzI, DASCHLE, JOHNSON, and
INOUYE.

As | am sure you all know, Head
Start is the flagship Federal program
that insures that disadvantaged chil-
dren have access to the educational, so-
cial, health, and behavioral services
that they need in order to be ready to
enter and excel in school. Studies
clearly show that Head Start is a
strong and effective program and that
children who enroll in it benefit from
improved cognitive and social skills.
Although Head Start is a model pro-
gram, it can be even better. One factor
that we know is strongly related to
student outcomes is teacher quality
and education. Simply put, the more
advanced the credentials of the teach-
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er, the better the outcomes for stu-
dents.

In recognition of this fact, the 1998
Head Start reauthorization required
that 50 percent of all Head Start teach-
ers have at least an Associate’s Degree,
AA, in early childhood or a related
field by 2003. In the impending reau-
thorization of Head Start, is it likely
that teacher credential requirements
will be increased even further.

Although across the Nation as a
whole, the 50 percent AA degree re-
quirement for Head Start teachers has
been met, there are some regions and
sub-groups in the U.S. for which this is
not the case. It is particularly difficult
for Head Start teachers on Indian res-
ervations, in rural areas, and those
who teach migrants to access the nec-
essary educational opportunities.
Often, the distance these individuals
would have to travel to take classes at
the nearest college that offers an early
childhood education degree is simply
prohibitive.

The purpose of the Tribal College and
University/Head Start Partnership Act
is to facilitate the continuing edu-
cation of Native American Head Start
teachers so that they can obtain the
credentials they need to provide the
best outcomes for the children under
their care. Nationally, only 14 percent
of Native American Head Start teach-
ers have an AA degree and a scant 7
percent have a BA degree or higher.

The current Act is based on the
‘‘Head Start Partnerships with Trib-
ally Controlled Land-Grant Colleges
and Universities” discretionary grants
program at HHS. This program pro-
vided grants to 16 tribal universities
and colleges during the period 1999-
2001. The purpose of the program was to
utilize the capabilities of these institu-
tions of higher education to improve
the quality of Head Start and Early
Head Start programs funded through
the American Indian Programs Branch,
primarily by providing education and
training opportunities for Head Start
staff. Partnership agreements provided
academic credits primarily toward As-
sociate’s or Bachelor’s Degrees. Since
the program began in 1999, 322 students
have graduated from these programs
and an additional 59 are expected to
graduate by the end of 2003.

In my home State of New Mexico,
Southwestern Indian Polytechnic Insti-
tute, SIPI, received a 3-year grant of
$150,000 per year. This grant has sup-
ported the teaching of courses leading
directly to an AA degree in early child-
hood. There are roughly 125 declared
majors, 90 percent of whom are Head
Start teachers, enrolled in these class-
es each semester, distributed across
eleven reservations and pueblos in New
Mexico, the closest of which is 30 miles
from the SIPI campus. Without access
to this type of distance education,
these dedicated Head Start teachers
would not be able to receive the edu-
cation that is crucial to both their own
futures and to the lives of the many
children they teach.
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Although the Head Start Partner-
ships discretionary grants program at
HHS has been very successful, funding
has been sporadic. No grants were
awarded in 2001 and 2002. Although HHS
just recently announced a new com-
petition for these grants, it is unclear
if new grants will also be awarded in
future years. | believe that an author-
ized grants program would be the best
way to insure a steady and dependable
source of funding so that tribal Head
Start teachers can obtain the edu-
cation that is so crucial to their suc-
cess.

The TCU /Head Start Partnership Act
would authorize 5-year grants to TCUs
so that these institutions can develop
programs resulting in increased num-
bers of advanced degrees for tribal
Head Start teachers, particularly in
technology mediated formats. The act
authorizes $10,000,000 for fiscal year
2004 and such sums as may be necessary
for fiscal years 2005-2008, in order to
achieve these goals.

I urge my colleagues to join me in
supporting this extremely important
program. At a time when we are right-
fully demanding that Head Start teach-
ers be highly credentialed, we must
provide the supports that are necessary
to help teachers gain these credentials.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1469

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Tribal Col-
leges and Universities Head Start Partner-
ship Act”.

SEC. 2. FINDINGS; PURPOSES.

(a) FINDINGS.—Congress
lowing:

(1) The Head Start Act requires that 50 per-
cent or more of teachers nationwide in cen-
ter-based Head Start programs must have at
least an associate degree in early childhood
education, or a field related to early child-
hood education, by 2003.

(2) A goal of the Head Start Act is to en-
sure that all Head Start programs nation-
wide will provide accredited continuing edu-
cation for Head Start staff that provides col-
lege or university credit for such staff. How-
ever, Indian Head Start programs are gen-
erally located in areas isolated from main-
stream colleges or universities where such
credit can be earned.

(3) The vast majority of the Nation’s 34
Tribal Colleges and Universities have early
childhood education programs and, of these,
32 are accredited, or designated candidates
for accreditation, by national accrediting as-
sociations.

(4) Tribal Colleges and Universities were
created by Indians for Indians primarily on
rural and remote Indian reservations, which
were virtually excluded from the Nation’s
system of higher education.

(5) Tribal Colleges and Universities are en-
gaged community institutions, offering high-
er education and continuing education op-
portunities to individuals who otherwise
might find attaining such education impos-
sible due to family responsibilities, and fi-
nancial and geographic barriers.

finds the fol-
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(6) Tribal Colleges and Universities have
been more successful than any other institu-
tions of higher education in educating Indi-
ans and helping to retain Indians in high-
need fields such as nursing and teaching. Ac-
cording to a 2000 survey, over 80 percent of
Tribal College and University graduates go
on to further higher education or become
employed in the local community.

(7) Through partnerships developed be-
tween Tribal Colleges and Universities and
Head Start programs nationwide—

(A) Indian Head Start agency personnel
can gain greater access to accredited college
and university programs in their career field;

(B) the knowledge, skills, and aptitude of
those working at Indian Head Start agencies
will be increased, thus enabling them to pro-
vide high quality and comprehensive services
to Indian children and their families; and

(C) the health, early childhood develop-
ment, and school readiness of Indian children
will be improved as a result of increased
staff knowledge, skills, and aptitude.

(b) PurRPOSEs.—The purposes of this Act
are to—

(1) promote social competencies and school
readiness in Indian children; and

(2) provide high quality, accredited edu-
cational opportunities to Indian Head Start
agency staff so that they can better deliver
services that enhance the social and cog-
nitive development of low-income children
through the provision of health, educational,
nutritional, social, and other services to low-
income children and their families.

SEC. 3. TRIBAL COLLEGE OR UNIVERSITY-HEAD
START PARTNERSHIP PROGRAM.

The Head Start Act (42 U.S.C. 9831 et seq.)
is amended by inserting after section 648A
the following:

“SEC. 648B. TRIBAL COLLEGE OR UNIVERSITY-
HEAD START PARTNERSHIP PRO-
GRAM.

““(a) TRIBAL COLLEGE OR UNIVERSITY-HEAD
START PARTNERSHIP PROGRAM.—

““(1) GRANTS.—The Secretary is authorized
to award grants, of not less than 5 years du-
ration, to Tribal Colleges and Universities
to—

“(A) implement education programs that
include tribal culture and language and in-
crease the number of associate, bacca-
laureate, and graduate degrees in early
childhood education and related fields that
are earned by Indian Head Start agency staff
members, parents of children served by such
an agency, and members of the tribal com-
munity involved;

““(B) develop and implement the programs
under subparagraph (A) in technology-medi-
ated formats; and

““(C) provide technology literacy programs
for Indian Head Start agency staff members
and children and families of children served
by such an agency.

““(2) STAFFING.—The Secretary shall ensure
that the American Indian Programs Branch
of the Head Start Bureau of the Department
of Health and Human Services shall have
staffing sufficient to administer the pro-
grams under this section and to provide ap-
propriate technical assistance to Tribal Col-
leges and Universities receiving grants under
this section.

““(b) APPLICATION.—Each Tribal College or
University desiring a grant under this sec-
tion shall submit an application to the Sec-
retary, at such time, in such manner, and
containing such information as the Sec-
retary may require, including a certification
that the Tribal College or University has es-
tablished a partnership with 1 or more In-
dian Head Start agencies for the purpose of
conducting the activities described in sub-
section (a).

‘‘(c) DEFINITIONS.—In this section:

““(1) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education’
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has the meaning given such term in section
101(a) of the Higher Education Act of 1965 (20
U.S.C. 1001(a)).

““(2) TRIBAL COLLEGE OR UNIVERSITY.—The
term ‘Tribal College or University’ means an
institution—

“(A) defined by such term in section 316(b)
of the Higher Education Act of 1965 (20 U.S.C.
1059c(b)); and

““(B) determined to be accredited or a can-
didate for accreditation by a nationally rec-
ognized accrediting agency or association.

““(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this section, $10,000,000 for fiscal
year 2004 and such sums as may be necessary
for each of fiscal years 2005 through 2008."".

By Mr. SARBANES (for himself
and Mr. CORZINE):

S. 1470. A bill to establish the Finan-
cial Literacy and education Coordi-
nating Committee within the Depart-
ment of the Treasury to improve the
state of financial literacy and edu-
cation among American consumers; to
the Committee on Banking, Housing,
and Urban Affairs.

Mr. SARBANES. Mr. President,
today | am introducing the Financial
Literacy and Education Coordinating
Act of 2003. This legislation creates an
intergovernmental coordinating Com-
mittee whose goal is to improve the fi-
nancial decision making of all Ameri-
cans by strengthening education to
raise financial literacy levels.

The phrase ‘“financial literacy” is
one we often hear but often do not real-
ly understand. It is analogous in finan-
cial matters to basic literacy—the abil-
ity to read and understand what is
read—in our everyday lives. We are
keenly aware from our efforts to im-
prove our schools and raise our stu-
dents’ ability to read that there are
higher and lower levels of literacy. Nu-
merous statistical studies indicate that
in the field of personal finances, sub-
stantial numbers of people are finan-
cially illiterate. Among those who have
some degree of literacy, the vast ma-
jority are performing below what their
‘grade level’ ought to be.

This bill addresses that problem. It
reflects my long-standing concern that
inadequate knowledge of financial
issues leaves our consumers seriously
vulnerable to exploitation, with dev-
astating consequences for them and
their families. As Chairman of the
Committee on Banking, Housing and
Urban Affairs, during the last Con-
gress, | chaired a series of hearings to
examine the state of financial literacy
and education throughout the Nation.
The Committee received testimony
from a wide range of witnesses on the
state of financial literacy and edu-
cation among Americans of all ages
and from all walks of life—from school
age children to retirees, small inves-
tors to those without bank accounts,
and first time workers to those saving
for retirement. The witnesses were
unanimous in the view that we needed
to increase financial education in this
country.

Federal Reserve Chairman Alan
Greenspan stated before the Committee
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that: ““In considering means to improve
the financial status of families, edu-
cation can play a critical role by equip-
ping consumers with the knowledge re-
quired to make wise decisions.
This is especially the case for popu-
lations that have traditionally been
underserved by our financial system.”’
Chairman Greenspan made the point
that increased financial education has
the potential to improve significantly
the economic situation of the vast ma-
jority of Americans.

The goal of this legislation is to pro-
mote better financial decision-making
among consumers. While at present
substantial work is in progress both
within the government and outside of
it, it suffers from the lack of a single
comprehensive strategy—there is too
little coordination, and too much du-
plication. As Tess Canja, President of
AARP testified before the Committee:
““We see a need for a coherent and co-
ordinated national strategy for making
available a well-researched and well-
evaluated progression of financial lit-
eracy programs and services.” By cre-
ating an underlying strategy to address
these problems, the legislation will
help enable Americans to make the fi-
nancial decisions that best serve their
needs and aspirations. This legislation
seeks to address these problems and
create a strategy to improve the finan-
cial choices and outcomes for all Amer-
icans.

The bill creates a Coordinating Com-
mittee chaired by the Secretary of the
Treasury, based in the Treasury De-
partment’s Office of Financial Edu-
cation. The Committee will be respon-
sible for coordinating and centralizing
the various existing financial edu-
cation activities in our government
agencies as well as any future initia-
tives. Currently there are at least six-
teen active financial-education pro-
grams. They operate in each of the
Federal banking agencies—the Federal
Reserve, FDIC, OCC, and OTS; the
NCUA,; the SEC; in six executive de-
partments—Education, Agriculture,
Defense, Health and Human Services,
Labor, and Veterans Affairs; and in
such agencies as the Social Security
Administration, Federal Trade Com-
mission, the Commodities Futures
Trading Commission, and the Office of
Personnel Management.

The Committee will coordinate these
and other efforts. Additional members
can be added at the discretion of the
Chairperson of the Committee. All will
benefit from the better coordination
and the elimination of unnecessary du-
plication that the Committee will pro-
vide.

In addition, many State and local
governments, non-profit entities, and
private enterprises have developed and
implemented excellent financial edu-
cation programs. A successful national
strategy to increase financial literacy
and education must involve a partner-
ship that engages all levels of govern-
ment, including at the State and local
level, along with leaders of the non-
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profit and private sectors. As Don
Blandin, President of the American
Savings Education Council noted in his
testimony before the Committee: “Or-
ganizations in both the private and
public sectors must collaborate on all
levels to help educate Americans about
the importance of taking control of
their financial future. By combining
and leveraging our comprehensive net-
works and resources, we have a better
chance of reaching people that none of
us would be able to reach alone.” The
Coordinating Committee established
by this legislation will undertake just
such a collaboration. It will develop a
national strategy in conjunction with
State and local governments and with
the private and non-profit sectors, and
will report its findings back to the
Congress.

It is disturbing to hear the statistics
about the current situation and how fi-
nancially under-educated the American
people are. The Consumer Federation
of America found that the typical
American failed a 14-question test of
basic knowledge of personal finances.
Fewer than one in ten, 8, answered
three-quarters of the questions cor-
rectly. Eighty-two percent of high
school seniors failed a 13-question per-
sonal financial quiz on such basic ques-
tions as interest rates, savings, loans,
credit cards, and calculating net worth.

The lack of financial education af-
fects Americans of every age and back-
ground. There may be differing opin-
ions on issues of financial security for
retirees, but | suspect there is little
disagreement on the importance to
every family of budgeting and savings
for retirement. We have data showing
that households with a savings plan
save twice as much as those without a
plan, and yet surveys indicate that half
of all Americans have not taken the
basic step of calculating how much
they will need to save for retirement.
Teaching families how to budget and
develop a savings plan as well as the
importance of doing so would enhance
many Americans’ financial security.

There are far too many people today
who lack a bank account, which is the
passport for access to mainstream fi-
nancial services. The Wall Street Jour-
nal, in an article appearing June 28,
2001, estimated that 10 million adult
Americans have no relationship with a
mainstream financial services pro-
vider. Of the millions of households
that have no relationship with a bank,
one-third are African American and 29
percent are Hispanic. The large costs of
failing to bring people into the main-
stream financial system makes it im-
perative to pursue all avenues to bring
them in. A lack of basic consumer fi-
nancial education on how a checking
and a savings account work and why
it’s important to have such an account
is one explanation for these disturbing
figures. Once people enter into the fi-
nancial mainstream a lot of the protec-
tions and safeguards which have been
developed for the board mass of the
public are enjoyed by these newly
banked people.
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The Banking Committee heard from
witnesses that many college students
have access to significant credit
through credit cards, but have little
experience and often little to no edu-
cation on how to use them responsibly.
Kentucky State Treasurer Jonathan
Miller, who has held a series of hear-
ings on financial literacy throughout
his state, testified before the Banking
Committee that: “‘for a significant and
growing minority of college students,
credit card use and misuse can be dev-
astating.” The Department of Edu-
cation estimates that the average cred-
it card debt among college students
was over $3,000 in the year 2000. College
students are not the only ones suscep-
tible to credit card debt: the average
credit card debt per American family is
over $8,000. Furthermore, too many
people are unaware of their own credit
score, how to access that score, and the
impact that their credit score has on
both their access to credit and the
terms on which that credit is offered.

Students are entering college with
insufficient knowledge of the financial
system and as a result, they are get-
ting into serious financial problems.
One of the Committee’s witnesses, Ms.
Ellen Frishberg, Director of Student
Financial Services at John Hopkins
University, testified that, ‘‘Because of
the case of getting credit, the lack of
financial savy on the part of these oth-
erwise very bright students, and the
unchecked solicitation and giveaways
that were going on during orientation,
in 1994 the Dean of Students decided it
was best to prohibit credit card ven-
dors from the Homewood campus.”” We
can all agree that college students who
are better educated in the basics of the
financial system will be less suscep-
tible to falling into serious credit card
debt.

Special attention should also be paid
to immigrants, often of modest means
who send, or remit, a significant por-
tion of their income to family in their
country of origin. According to a re-
cent study by the Inter-American De-
velopment Bank, in the aggregate $32
billion was remitted out of America
last year, with over $10 billion going to
Mexico alone. It is estimated that
nearly 70 percent of all Hispanic immi-
grants send money home. The financial
transaction of sending money inter-
nationally is complex: there are trans-
action fees, currency conversion fees
and exchange rate spreads. The full
costs can range up to $50 even when the
amount being sent home is $300. A sur-
vey by Bendixen and Associates esti-
mated that #: of Hispanic immigrants
who send money home are unaware of
the full costs. Before the Banking Com-
mittee, Mr. Bendixen testified that,
“When these immigrants were in-
formed that besides a fee paid in the
U.S., international money transfer
companies often provide unfavorable
exchange rates or discount additional
commissions or charges in Latin Amer-
ica, a large majority of them felt that
the fees paid for the service are exces-
sive and unfair. Customers should have
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access to information about the full
costs of their transactions, and they
need a level of financial literacy that
enables them to interpret the informa-
tion. Only then will they be able to

shop effectively, compare costs, and
make wise financial choices.
Increased financial education is a

first step in the consumer education
process but as Federal Reserve vice-
Chairman Roger Ferguson testified be-
fore the Committee, ‘‘legislation, care-
ful regulation and education are all
components of the response to these
emerging consumer concerns.’”” The leg-
islation | introduce today will make a
significant contribution to improving
the quality of financial education in
this country. It is modeled closely on
the Trade Promotion Coordinating
Committee established by the Export
Enhancement Act of 1992.

A number of Senators have taken a
strong interest in this issue. Senator
CORZINE is a co-sponsor of this legisla-
tion and has been actively involved on
the issue. | particularly want to ac-
knowledge the outstanding leadership
of Senators STABENOW and ENzI as well
as Senator AKAKA. | know that Sen-
ators STABENOW and ENzI are working
on a bill and | look forward to working
closely with them.

I also want to express my apprecia-
tion to Senate Banking Committee
Chairman SHELBY for the time and at-
tention is devoting to this subject. To-
morrow Chairman SHELBY is holding a
hearing in the Committee on ‘‘Con-
sumer Awareness and Understanding of
the Credit Granting Process.” These
issues are directly related.

I ask unanimous consent that a sum-
mary of the Financial Literacy and
Education Coordinating Act and the
bill be printed in the RECORD together
with letters in support of the bill. 1
urge my colleagues to work toward
speedy enactment of meaningful legis-
lation to improve the financial literacy
and education of all Americans.

There being no objection, the sum-
mary and letters of support were or-
dered to be printed in the RECORD, as
follows:

FINANCIAL LITERACY AND EDUCATION
COORDINATING ACT OF 2003

This legislation establishes an interagency
Committee, based in the Department of the
Treasury, with assistance provided by Treas-
ury’s Office of Financial Education. The
Committee shall be chaired by the Secretary
of the Treasury and charged with coordi-
nating governmental financial literacy ini-
tiatives and developing a national strategy,
in cooperation with state and local govern-
ments, and non-profit and private enter-
prises, to improve financial education and
literacy of all Americans.

The Committee initially includes rep-
resentatives from the Federal Reserve Board,
the Federal Deposit Insurance Corporation,
the Securities and Exchange Commission,
the Office of the Comptroller of the Cur-
rency, the Office of Thrift Supervision, the
National Credit Union Administration, the
Departments of Treasury, Agriculture, De-
fense, Education, Health and Human Serv-
ices, Labor, Veterans Affairs, the Social Se-
curity Administration, the Federal Trade
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Commission, the Commodities Futures Trad-
ing Commission, and the Office of Personnel
Management. The chairperson has the au-
thority to include other agencies and depart-
ments that are engaged in a serious effort to
improve the state of financial literacy and
education among any group of Americans.

The Committee shall meet no less than quar-

terly.

There is substantial evidence that many
Americans do not have an adequate basis for
making sound decisions about their personal
and household finances, especially given the
myriad choices of financial products and
services available to them. A more com-
prehensive financial education would help
provide individuals with the necessary tools
to create household budgets, initiative sav-
ings plans, manage debt, and make strategic
investment decisions for education, retire-
ment, home ownership or other savings
goals. While increased levels of financial lit-
eracy and education are critically impor-
tant, improved financial decision making by
consumers, not simply improved knowledge,
should be the most important financial edu-
cation goal.

The Committee is required to: review fi-
nancial literacy and education efforts
throughout the federal government; identify
and remove duplicative financial literacy ef-
forts within the federal government; coordi-
nate and promote financial literacy efforts
including partnerships between federal, state
and local governments, non-profit organiza-
tions and private enterprises; develop within
one year a national strategy to promote fi-
nancial literacy and education among all
Americans; develop and implement the strat-
egy with the participation of non-profit and
private sector institutions; coordinate ef-
forts towards the implementation of the
strategy; and submit an annual report, pro-
viding testimony if requested, to Congress
detailing the state of financial literacy and
education as it relates to the strategy.

CONSUMER FEDERATION OF AMERICA,
July 25, 2003.

Hon. PAUL S. SARBANES,

Ranking Member, Committee on Banking, Hous-
ing and Urban Affairs, U.S. Senate, Wash-
ington, DC.

DEAR SENATOR SARBANES, the Consumer
Federation of America commends you for in-
troducing legislation to boost financial
awareness and improve financial decision-
making by Americans. There has never been
a greater need to advance financial edu-
cation. CFA strongly supports the creation
of the Financial Literacy and Education and
Coordinating Committee within the Depart-
ment of the Treasury, as called for in this
bill, and looks forward to working with you
to enact this timely legislation.

The financial education needs of the least
affluent and well-educated Americans are es-
pecially pressing, in part because recent
changes in the financial services market-
place have increased the vulnerability of
these households. In particular, the dramatic
expansion of high-cost and sometimes preda-
tory lending to moderate and lower income
Americans in the last decade has put many
of these people at great financial risk. Be-
cause these individuals lack financial re-
sources and often are charged high prices,
they cannot afford to make poor financial
choices. But because of low general and fi-
nancial literacy levels, they often have dif-
ficulty making smart financial decisions, in
part because they are especially vulnerable
to abusive seller practices.

THIS LEGISLATION WOULD ESTABLISH EFFEC-
TIVE FEDERAL LEADERSHIP ON FINANCIAL
EDUCATION
While many worthwhile financial edu-

cation programs exist, they are not well-co-
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ordinated, effectively reach only a small mi-
nority of the population, and do not reflect
any broad, compelling vision. Many focus
only on increasing consumer knowledge of
how to best operate in the financial services
marketplace, and not on actually changing
consumer behavior to improve decisions
about spending, saving, and the use of credit.
Moreover, there is no clear consensus about
how to effectively provide financial edu-
cation, especially to those who have com-
pleted their secondary education and to
those with low literacy levels. What is most
needed is a comprehensive needs assessment
and plan to guide and inspire financial edu-
cators and their supporters. Such a plan
could also convince a broad array of govern-
ment, business and nonprofit groups to work
together to persuade the nation to imple-
ment that plan.

This legislation recognizes that, for any
comprehensive plan to win broad public and
private support and participation, the fed-
eral government must provide leadership.
The bill would give the Department of Treas-
ury the authority to establish a federal gov-
ernmental network to coordinate financial
literacy efforts and requires every relevant
agency to participate at a high level, includ-
ing the Securities and Exchange Commis-
sion, the Department of Education, the Fed-
eral Reserve, and the Department of Defense.
It emphasizes the importance of assessing
the federal government’s capacity for pro-
moting financial literacy. It requires the Co-
ordinating Committee to evaluate different
financial programs and strategies and iden-
tify those that are most effective in improv-
ing consumer decision making—not just
awareness. It makes the Coordinating Com-
mittee directly accountable to Congress for
its activities and accomplishments. Most im-
portantly, it requires the Coordinating Com-
mittee to develop and implement a national
strategy to promote basic financial literacy,
with broad input from business, educational
and nonprofit leaders.

LOWER INCOME CONSUMERS NEED BETTER
FINANCIAL LITERACY EFFORTS

There is no large population that would
benefit more from improved financial edu-
cation than the tens of millions of the least
affluent and well-educated Americans. In
1998, 37 percent of all households had in-
comes under $25,000. With the exception of
older persons who had paid off home mort-
gages, these households had accumulated few
assets. In 1998, according to the Federal Re-
serve Board’s Survey of Consumer Finances,
most of these least affluent households had
net financial assets (excluding home equity)
of less than $1,000. Moreover, between 1995
and 1998, a time of rising household incomes,
the net worth of lower-income households
actually declined.

For lower income households with few dis-
cretionary financial resources, failing to
adequately budget expenditures may pres-
sure these consumers into taking out expen-
sive credit card or payday loans. Mistakenly
purchasing a predatory mortgage loan could
cost them most of their economic assets.

These households also need to make smart
buying decisions because they tend to be
charged higher prices than more affluent
families: higher homeowner and auto insur-
ance rates because they live in riskier neigh-
borhoods; higher loan rates because of their
low and often unstable incomes; higher fur-
niture and appliance prices from neighbor-
hood merchants that lack economies of scale
and face relatively high costs of doing busi-
ness; and higher food prices in their many
neighborhoods without stores from major su-
permarket chains. Lower-income families
are also faced with higher prices for basic
banking services and they lack access to es-
sential savings options.
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Lower-income households with low lit-
eracy levels are especially vulnerable to sell-
er abuse. Consumers who do not understand
percentages may well find it impossible to
understand the costs of mortgages, home eq-
uity, installment, and credit card, payday,
and other high-cost loans. Individuals who
do not read well may find it difficult to
check whether the oral promises of sales-
persons were written into contracts. And,
those who do not write fluently are limited
in their ability to resolve problems by writ-
ing to merchants or complaint agencies.
Consumers who do not speak, read, or write
English well face special challenges obtain-
ing good value in their purchases.

MORE AVAILABLE CREDIT HAS INCREASED
FINANCIAL EDUCATION NEEDS

Over the past decade, the financial vulner-
ability of low- and moderate-income house-
holds has increased simply because of the
dramatic expansion of the availability of
credit. The loans that subjected the greatest
number of Americans to financial risk were
made with credit cards. From 1990 to 2000,
fueled by billions of mail solicitations annu-
ally and low minimum monthly payments of
2-3 percent, credit card debt outstanding
more than tripled from about $200 billion to
more than $600 billion. Just as significantly,
the credit lines made available just to
bankcard holders rose to well over $2 tril-
lion. By the middle of the decade, having
saturated upper- and middle-class markets,
issuers began marketing to lower-income
households. By the end of the decade, an es-
timated 80 percent of all households carried
at least one credit card. Independent experts
agree that expanding credit card debt has
been the principal reason for rising consumer
bankruptcies.

Also worrisome has been the expansion of
high-priced mortgage loans and
stratospherically-priced smaller consumer
loans. In the 1990s, creditors began to aggres-
sively market subprime mortgage loans car-
rying interest rates greater than 10 percent
and higher fees than those charged on con-
ventional mortgage loans. By 1999, the vol-
ume of subprime mortgage loans peaked at
$160 billion. Mortgage borrowers in low-in-
come neighborhoods were three times more
likely to have subprime loans than mortgage
borrowers in high-income neighborhoods. A
significant minority of these subprime bor-
rowers would have qualified for much less ex-
pensive conventional mortgage loans. Some
of these borrowers were victimized by exorbi-
tantly priced and frequently refinanced pred-
atory loans that ‘“‘stripped equity’ from the
homes of many lower-income households.

The 1990s also saw explosive growth in
predatory small loans—payday loans, car
title pawn, rent-to-own, and refund anticipa-
tion loans—typically carrying effective in-
terest rates in triple digits. The Fannie Mae
Foundation estimates that these ““loans’ an-
nually involve 280 million transactions
worth $78 billion and carrying $5.5 billion in
fees. The typical purchaser of these financial
products has income in the $20,000 to $30,000
range with a disproportionate number being
women.

Both proper regulation and education are
necessary to insure that lower and moderate
income Americans are not subject to abusive
lending practices and that they have the
knowledge to make effective decisions in an
increasingly complex financial services mar-
ketplace. We applaud you for proposing this
comprehensive and achievable vision for im-
proving financial awareness and decision-
making. We look forward to working with
you and leaders in the House of Representa-
tives to put such an approach in law as soon
as possible.

Sincerely,
TRAVIS B. PLUNKETT,
Legislative Director.

CONGRESSIONAL RECORD — SENATE

AARP,
July 28, 2003.

Hon. PAUL SARBANES,

Ranking Member, Committee on Banking, Hous-
ing and Urban Affairs, U.S. Senate, Wash-
ington, DC.

DEAR SENATOR SARBANES: AARP is pleased
to offer our support for your legislation, the
“Financial Literacy and Education Coordi-
nating Act of 2003,” that will begin to ad-
dress this nation’s need to improve financial
literacy.

Last year, at the Senate Banking Commit-
tee’s hearing on the status of financial lit-
eracy and education in America, AARP
President Tess Canja documented in her tes-
timony the need for a coherent and coordi-
nated national strategy to make available a
well-researched and well-evaluated progres-
sion of financial literacy programs and serv-
ices. Your legislation establishes a perma-
nent inter-agency platform for developing a
national financial literacy strategy, and it
will begin to provide the necessary coordina-
tion to integrate and to help deliver edu-
cational and training programs that already
exist at the federal, state and local levels.
For example, the Congress is working to ex-
pand the availability of credit reports and
credit scores to all Americans. This is crit-
ical information for consumers, but it does
not become effective knowledge until it is
understood.

The dramatic loss in stock market valu-
ations in recent years highlights the finan-
cial vulnerability facing many retired Amer-
icans. The haunting prospect of an under-
informed generation of Baby-Boomers near-
ing retirement age suggest that there is lit-
tle time to waste in developing, testing and
arraying improved financial education and
training services.

We look forward to actively working with
you to enact the “‘Financial Literacy and
Education Coordination Act of 2003.” If there
are further questions, please do not hesitate
to call upon me, or have your staff contact
Roy Green of our Federal Affairs staff at
(202) 434-3800.

Sincerely,
MICHAEL W. NAYLOR,
Director of Advocacy.
NATIONAL COUNCIL ON ECONOMIC
EDUCATION,
July 25, 2003.

Hon. PAUL SARBANES,

U.S. Senator, Dirksen Building, Washington,
DC.

DEAR SENATOR SARBANES: We at the Na-
tional Council on Economic Education
(NCEE) strongly endorse the Financial Lit-
eracy and Education Coordination Com-
mittee Act. This Act, which proposes estab-
lishing a committee chaired by the Sec-
retary of the Treasury, to coordinate the ac-
tivities of all Federal Agencies with an in-
terest in financial and literacy, could not
come at a better time.

This is a time of growing public interest in
financial education. Parents everywhere
want their children to know how the world
works before they go to work in it, and to
possess the basic knowledge and decision-
making skills that will help them to become
productive and responsible citizens, employ-
ees, consumers, savers and investors.

In response to the growing interest in fi-
nancial literacy, a number of government
agencies have set up departments focusing
on this issue. In our opinion, the fact that
the Coordinating Committee will bring the
various departments together will reduce du-
plication of much needed resources, and get
new programs into the community more
quickly. We also understand that the Coordi-
nating Committee will work with non-prof-
its, and state and local organizations—both
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private and public—to develop strategies for

improving financial literacy. We welcome

this inclusive approach to getting a sound
economic education into the hands of our
young people.

The NCEE is pleased to support the Finan-
cial Literacy and Education Coordination
Committee Act. Please keep us informed of
its progress.

Yours sincerely,
ROBERT F. DUVALL,
President & Chief Executive Officer.
HOWARD UNIVERSITY,
OFFICE OF THE PRESIDENT,
Washington, DC, July 25, 2003.

Hon. PAUL S. SARBANES,

Committee on Banking, Housing, and Urban Af-
fairs, Senate Dirksen Building, Washington,
DC.

DEAR SENATOR SARBANES: Last year, as a
representative of higher education and His-
torically Black Colleges and Universities, |
testified before the Committee in support of
its proposed national strategy to promote fi-
nancial literacy and education. Today, | re-
main steadfast in my advocacy of this initia-
tive.

Financial illiteracy continues to plague
many American: an unfortunate reality that
further underscores the urgent need for The
Financial Literacy and Education Coordi-
nating Act. It provides the most effective so-
lution to establishment of a nationwide pro-
gram that will protect and educate our citi-
zens.

Although financial literacy should be a
lifelong program beginning in elementary
school, | believe that higher education has a
special responsibility to ensure that students
in postsecondary institutions develop sound
financial competency as early in their col-
lege careers as possible.

The typical college graduate leaves school
with an average of $19,400 in student loans.
Throughout their matriculation, students
are routinely bombarded by aggressive credit
card companies who entice them with offers
of free gifts and easy credit. The addition of
credit card debt creates an overwhelming
burden on recent graduates.

Promoting financial education for our
youth is consistent with Howard University’s
core values. The University, in collaboration
with other organizations—including our
strategic partner Fannie Mae—is addressing
the national financial literacy problem as it
relates to African Americans and other mi-
norities, who are already disadvantaged by
the wealth gap. Howard believes that the
ability to make informed financial decisions
is an increasingly important skill.

We have introduced a number of initiatives
to empower our students and members of the
community by teaching them the impor-
tance of effectively managing their money
and improving their credit so that the dream
of homeownership and other personal finan-
cial opportunities can become a reality.

We now look to the Congress to enact leg-
islation that will buttress our efforts in this
regard. The Financial Literacy and Edu-
cation Coordinating Act is indeed represent-
ative of a worthy, collective, non-partisan
effort that will have a lasting impact on gen-
erations to come.

Respectfully,
H. PATRICK SWYGERT,
President.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:
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S. 1470

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Financial
Literacy and Education Coordinating Act of
2003,

SEC. 2. FINDINGS.

Congress finds that—

(1) there is substantial evidence that many
Americans do not have an adequate basis for
making sound decisions about personal and
household finances;

(2) financial education could play a critical
role in equipping consumers with the knowl-
edge to make wise decisions, especially for
lower income consumers and those under-
served by the mainstream financial system;

(3) an increased awareness of the avail-
ability of credit scores and credit reports,
the process of accessing them, their signifi-
cance in obtaining credit, and their effects
on credit terms, are of paramount impor-
tance to consumers;

(4) easily accessible and affordable re-
sources which inform and educate investors
as to their rights and avenues of recourse
should be provided when an investor believes
his or her rights have been violated by un-
professional conduct of market inter-
mediaries;

(5) a basic understanding of the operation
of the financial services industry would help
consumers and their families to make more
informed choices about how best to progress
economically, avoid harmful personal debt,
avoid discriminatory and predatory prac-
tices, invest wisely, develop financial plan-
ning skills necessary for maximizing short-
and long-term financial well being, and bet-
ter prepare for retirement;

(6) comprehensive financial education
would help to provide individuals with the
necessary tools to create household budgets,
initiate savings plans, manage debt, and
make strategic investment decisions for edu-
cation, retirement, home ownership, or other
savings goals; and

(7) improved financial decision making,
not simply more knowledge, should be the
primary financial education goal.

SEC. 3. FINANCIAL LITERACY AND EDUCATION
COORDINATING COMMITTEE.

(a) ESTABLISHMENT.—The Secretary of the
Treasury shall establish within the Office of
Financial Education of the Department of
the Treasury, the Financial Literacy and
Education Coordinating Committee (in this
Act referred to as the ““Committee”’).

(b) PURPOSES.—The purposes of the Com-
mittee shall be—

(1) to coordinate financial literacy and
education efforts among Federal depart-
ments and agencies;

(2) to develop and implement a national
strategy to promote basic financial literacy
and education among all Americans;

(3) to reduce overlap and duplication in
Federal financial literacy and education ac-
tivities;

(4) to identify the most effective types of
public sector financial literacy programs and
techniques, as measured by improved con-
sumer decision making;

(5) to coordinate and promote financial lit-
eracy efforts at the State and local level, in-
cluding partnerships among Federal, State,
and local governments, nonprofit organiza-
tions, and private enterprises; and

(6) to carry out such other duties as are
deemed to be appropriate, consistent with
this Act.

SEC. 4. COMMITTEE DUTIES.

(a) IN GENERAL.—The Committee shall—

(1) not later than 1 year after the date of
enactment of this Act, develop a national
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strategy to promote basic financial literacy
among all American consumers;

(2) coordinate Federal efforts to implement
the strategy developed under paragraph (1);

(3) not later than 1 year after the date of
enactment of this Act, and annually there-
after, submit a report to the Committee on
Banking, Housing, and Urban Affairs of the
Senate and the Committee on Financial
Services of the House of Representatives re-
garding actions taken and progress made by
the Committee in carrying out this Act dur-
ing the reporting period, and any challenges
remaining to implementation of such pur-
poses; and

(4) provide testimony by the chairperson of
the Committee to either Committee referred
to in paragraph (3), upon request.

(b) STRATEGY.—The strategy to promote
basic financial literacy required to be devel-
oped under subsection (a)(1) shall provide
for—

(1) participation by State and local govern-
ments and private, nonprofit, and public in-
stitutions in the creation and implementa-
tion of such strategy;

(2) the development of methods—

(A) to increase the general financial edu-
cation level of current and future consumers
of financial services and products; and

(B) to enhance the general understanding
of financial services and products;

(3) review of Federal activities designed to
promote financial literacy and education and
development of a plan to improve coordina-
tion of such activities;

(4) the identification of areas of overlap
and duplication among Federal financial lit-
eracy and education activities and proposed
means of eliminating any such overlap and
duplication; and

(5) a proposal to the President of a Federal
financial literacy and education budget that
supports such strategy and eliminates fund-
ing for such areas of overlap and duplication.
SEC. 5. COMMITTEE MEMBERSHIP.

(a) CoMPOSITION.—The Committee shall be
comprised of—

(1) the Secretary of the Treasury, who
shall serve as the chairperson of the Com-
mittee; and

(2) a representative from—

(A) each Federal banking agency (as de-
fined in section 3 of the Federal Deposit In-
surance Act), the National Credit Union Ad-
ministration, the Securities and Exchange
Commission, each of the Departments of
Education, Agriculture, Defense, Health and
Human Services, Labor, and Veterans Af-
fairs, the Social Security Administration,
the Federal Trade Commission, the Com-
modity Futures Trading Commission, and
the Office of Personnel Management; and

(B) a representative from any other depart-
ment or agency that the Secretary deter-
mines to be engaged in a serious effort to im-
prove financial literacy and education.

(b) AssISTANCE.—The Director of the Office
of Financial Education of the Department of
the Treasury shall provide to the Com-
mittee, upon request, such assistance as may
be necessary.

() MEMBER QUALIFICATIONS.—Members of
the Committee shall be appointed by the
heads of their respective departments or
agencies. Each member and each alternate
designated by any member unable to attend
a meeting of the Committee, shall be an in-
dividual who exercises significant decision-
making authority.

(d) MEETINGS.—Meetings of the Committee
shall occur not less frequently than quar-
terly, and at the call of the chairperson.

(e) CONSULTATION.—The Committee shall
consult with private and nonprofit organiza-
tions and State and local agencies, as deter-
mined appropriate by the chairperson and
the Committee.
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By Mr. TALENT:

S. 1472. A bill to authorize the Sec-
retary of the Interior to provide a
grant for the construction of a statue
of Harry S Truman at Union Station in
Kansas City, Missouri; to the Com-

mittee on Energy and Natural Re-
sources.
Mr. TALENT. Mr. President, | ask

unanimous consent that the text of the
bill be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. HARRY S TRUMAN STATUE, KANSAS
CITY, MISSOURI.

(a) GRANT AUTHORITY.—The Secretary of
the Interior (referred to in this Act as the
‘“‘Secretary’’) may provide a grant to pay the
Federal share of the costs for the construc-
tion of a statue of Harry S Truman at Union
Station in Kansas City, Missouri.

(b) REQUIREMENTS.—ToO receive a grant
under subsection (a), an eligible entity shall
submit to the Secretary a proposal for the
use of the grant funds.

() MAINTENANCE.—The Federal Govern-
ment shall not be responsible for the costs of
maintaining the statue.

(d) FEDERAL SHARE.—The Federal share of
the costs described in subsection (a) shall
not exceed $50,000.

(e) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this Act $50,000, to remain avail-
able until expended.

By Mr. ALEXANDER:

S. 1474. A bill to amend the Head
Start Act to designate up to 200 Head
Start centers as Centers of Excellence
in Early Childhood, and for other pur-
poses; to the Committee on Health,
Education, Labor, and Pensions.

Mr. ALEXANDER. Mr. President, |
introduce today a bill to be considered
as part of the legislation reauthorizing
Head Start. My bill would create a way
for states to help strengthen and co-
ordinate Head Start, but would con-
tinue to send federal funds directly to
grantees for the 19,000 Head Start cen-
ters that serve one million disadvan-
taged children.

My proposal authorizes the Secretary
of Health and Human Services to cre-
ate a nationwide network of 200 Cen-
ters of Excellence in Early Childhood
built around exemplary Head Start
programs. These Centers of Excellence
would be nominated by Governors.
Each Center of Excellence would re-
ceive a Federal bonus grant of at least
$100,000 in each of 5 years, in addition
to its base funding. And each State
would receive a grant to establish and
fund a State Council in Early Child-
hood, which would work with the State
Head Start collaboration office to
showcase the work of exemplary Head
Start centers within a state, capture
and disseminate best practices, and
identify barriers to and opportunities
for coordinated service delivery.

The bill would authorize $100 million
for those grants for each of the 5 years.

The Centers of Excellence bonus
grants will be used for centers:
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(1) to work in their community to model
the best of what Head Start can do for at-
risk children and families, including getting
those children ready for school and ready for
academic success;

(2) to coordinate all early childhood serv-
ices in their community;

(3) to offer training and support to all pro-
fessionals working with at-risk children;

(4) to track these families and ensure
seamless continuity of services from pre-
natal to age 8;

(5) to become models of excellence by all
performance measures and be willing to be
held accountable for good outcomes for our
most disadvantaged children; and

(6) to have the flexibility to serve addi-
tional Head Start or early Head Start chil-
dren or provide more full-day services to bet-
ter meet the needs of working parents.

Head Start has been one of our coun-
try’s most successful and popular so-
cial programs. That is because it is
based upon the principle of equal op-
portunity, which is at the core of the
American character. Americans
uniquely believe that each of us has
the right to begin at the same starting
line and that, if we do, anything is pos-
sible for any one of us.

We also understand that some of us
need help getting to that starting line.
Most Federal funding for social pro-
grams is based upon this understanding
of equal opportunity.

Head Start began in 1965 to make it
more likely that disadvantaged chil-
dren would successfully arrive at one of
the most important of our starting
lines, the beginning of school.

Head Start over the years has served
hundreds of thousands of our most at
risk children. The program has grown
and changed. It has been subjected to
debates and studies touting its suc-
cesses and decrying its deficiencies.
But Head Start has stood the test of
time because it is so very important.

We have made great progress in what
we know about the early growth and
development of young children since
Head Start began in 1965. At that time
very few professionals had studied
early childhood education. Even fewer
had designed programs specifically for
children in poverty.

The origins of Head Start had its
roots in an understanding that success
for these children was not only about
education. The program was designed
to be certain these children were
healthy, got their immunizations, were
fed hot meals, and, of crucial impor-
tance that their parents were deeply
involved in the program.

From the beginning comprehensive
services and parent and community in-
volvement were essential parts of good
Head Start programs. And that is still
true today. In the early days, teacher
training and curriculum were seen as
less important. But we now know a
great deal more about brain develop-
ment and how children learn from
birth.

Today young children are expected to
learn more and be able to do more in
order to succeed in school. Public
schools offer kindergarten and 40 states
now offer early childhood programs.
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In addition to the $7 billion spent
each year on federal Head Start pro-
grams, there are 69 other federal and
state programs costing $18 billion a
year. The greatest increases have come
in private spending as parents seek
early childhood development services
for their own children.

As Congress approached the 5-year
reauthorization of Head Start, Presi-
dent Bush challenged Congress to make
a ‘‘good Head Start program excel-
lent.”” The President suggested four ob-
jectives for strengthening Head Start:

(1) Improve school readiness by focusing
more attention on specific cognitive develop-
ment;

(2) Increase accountability;

(3) Improve coordination with other pro-
grams that serve young children, including
public and private schools.

(4) Increase state involvement in strength-
ening Head Start by transferring federal
funding for Head Start to states, with cer-
tain criteria and restrictions.

The House of Representatives com-
pleted work last week on the reauthor-
ization bill. It is called the School
Readiness Act. It made significant
progress toward the President’s first
three objectives: school readiness, ac-
countability, and coordination.

(1) On school readiness, the bill would en-
sure a greater number of Head Start teachers
are adequately trained.

(2) On accountability, the triennial reviews
are strengthened by adding unscheduled vis-
its, and chronic underachievers would be
subject to a more aggressive review.

(3) On coordination, the bill expands the
requirements for the State Head Start Col-
laboration Offices to coordination.

As for the idea of letting states ad-
minister Head Start, the House created
a pilot program that would allow eight
states to take over Head Start as long
as they maintain or improve the level
of services.

As the Senate begins its consider-
ation of Head Start, | believe there is
consensus about the need to improve
school readiness, accountability, and
coordination of programs—but no con-
sensus on how to involve the states
more actively.

I believe that states should be more
involved with Head Start. States have
primary responsibility for setting
standards for and funding public edu-
cation. A child who arrives at school
too far behind the starting line may
never catch up. In addition, the state is
in the best position to help coordinate
the variety of public and private pro-
grams that have grown up since Head
Start began.

But the need to involve states does
not necessarily mean sending federal
dollars first to states and then to Head
Start centers. As important as the
state is, education and caring for chil-
dren is primarily local—a community
and family responsibility. | believe
that in education and in child care
local solutions work best.

While Head Start centers are uneven
in performance, they have generally
excelled in two areas critical to success
in caring for and educating children—
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developing community support and en-
couraging parental involvement. | do
not believe that it would be wise—at
least at this stage of the Head Start
program—to risk interrupting the
strong community support and paren-
tal involvement in the 19,000 Head
Start centers by transferring funding
to the states. There are other and bet-
ter ways to meet this objective.

That is why | believe creating a na-
tionwide network of 200 Head Start
Centers of Excellence in Early Child-
hood is the right step for the next 5
years. Governors would nominate 149 of
these centers. Governors would create
or designate a State Council for Early
Childhood. Governors could then use
these Centers of Excellence and the
State Council to encourage other cen-
ters to adopt best practices and to im-
prove coordination of programs.

At the federal level additional funds
will be made available—$100 million is
authorized—for research on the effec-
tiveness of these Centers of Excellence
as a strategy for coordination of all
early childhood federal and state pro-
grams and ensure school success for at-
risk children.

In addition, | would hope the Presi-
dent would convene an annual con-
ference of these Centers of Excellence
and State Councils to highlight their
successes. After four years, we would
learn from these activities how state
involvement in Head Start might be in-
creased in the next 5-year authoriza-
tion.

Alex Haley, the author of Roots lived
by these six words, ‘‘Find the good and
praise it.”’ For me that was an invalu-
able lesson. My mother taught me an-
other invaluable lesson—the impor-
tance of preschool education. When |
was growing up, she ran a kindergarten
in a converted garage in our backyard
in Maryville, Tennessee. She helped
our community appreciate the value of
a good preschool program. | have re-
membered both lessons in trying to
fashion this proposal to bring out the
best in Head Start.

The work that the House of Rep-
resentatives has done on readiness, ac-
countability and coordination—plus
the adoption of this proposal for 200
Centers of Excellence in Early Child-
hood should provide a strong basis for
our Head Start reauthorization bill.

The president would have challenged
the Congress to improve Head Start in
four major respects—readiness ac-
countability, coordination, and state
involvement—and he will be able to
sign legislation that will do just that.

I ask unanimous consent to have
printed in the RECORD a one-page sum-
mary of my bill and a copy of the bill
itself.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

HEAD START CENTERS OF EXCELLENCE IN

EARLY CHILDHOOD

What are the objectives for reauthoriza-
tion? The reauthorization should strengthen
Head Start for one million disadvantaged



S10064

children in all 19,000 Head Start Centers by
improving (1) school readiness, (2) account-
ability, and (3) coordination with other pro-
grams that serve young children, including
public and private schools.

What is the proposal? In support of these
objectives, to create a nationwide network of
200 Centers of Excellence in Early Childhood
built around exemplary Head Start centers.
These Centers of Excellence will receive a
special grant to serve as a ‘‘magnet’” for
teachers and others working with at-risk
young children to come, learn, and develop
action plans to take back to improve their
own practices.

Exactly how would the Centers of Excel-
lence do this? The Centers of Excellence will
strengthen Head Start, early childhood pro-
grams and public and private schools by: (1)
modeling excellence in high quality seamless
service coordination while achieving meas-
ured academic success in pre-literacy, num-
ber recognition and school readiness; (2)
modeling the use of effective accountability
systems; (3) coordinating services for low-in-
come children from prenatal through age 8; (4)
following children who transition from Head
Start to public or private schools, working
with both their parents and their teachers;
(5) providing support and training to teachers
and others working with those low-income
children, sharing best practices and dramati-
cally leveraging themselves; (6) having the
flexibility to serve additional Head Start or
Early Head Start children or to provide more
full-day services to better meet the needs of
working parents.

Who could become a Center of Excellence?
All 19,000 Head Start centers would be eligi-
ble to apply for five-year designations as a
Center of Excellence in Early Childhood.

Who would pick the Centers of Excellence?
The Secretary of HHS. One hundred forty-
nine (149) of the Centers picked would be se-
lected from among applicants nominated by
governors; the other 51 would be picked by
the Secretary to try to achieve a goal of one
in each state.

What are the criteria for selection? (1) a
track record of achieved measured academic
success including school readiness, (2) a
strong demonstrated ability to work with
parents and the community, (3) the ability
to serve as a model of high quality seamless
service coordination, (4) the ability to pro-
vide outreach support and training for teach-
ers in other Head Start programs, and in
other early childhood settings and in public
and private schools, (5) ability to work in
partnership with the State Head Start Col-
laboration Office.

What would the states’ role be in these
Centers of Excellence? (1) For 149 of the 200
Centers the Governor’s nomination is a nec-
essary part of the application. (2) Each state
will receive a grant to establish and fund a
State Council in Early Childhood which will
work with the Head Start Collaboration Of-
fice to tie together the work of exemplary
Head Start centers within a state, capture
and disseminate emerging best practices and
identify barriers to and opportunities for
better coordination of service delivery.

How will Centers of Excellence be funded?
Each Center of Excellence will receive a five-
year grant directly from HHS. These excel-
lence grants are bonus grants and are in ad-
dition to the center’s base Head Start fund-
ing.

What is the total Cost of the Centers of Ex-
cellence? $100 million—which includes grants
to 200 Centers of Excellence in Early Child-
hood, the grants to state council as well as
the costs of research and HHS administra-
tive costs.

S. 1474

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE.

This Act may be cited as the ““Head Start
Centers of Excellence Act of 2003”".
SEC. 2. CENTERS OF EXCELLENCE IN

CHILDHOOD.

The Head Start Act is amended by insert-
ing after section 641A (42 U.S.C. 9836a) the
following:

“SEC. 641B. CENTERS OF EXCELLENCE IN EARLY
CHILDHOOD.

‘‘(a) DEFINITIONS.—In this section:

““(1) CENTER OF EXCELLENCE.—The term
‘center of excellence’ means a Center of Ex-
cellence in Early Childhood designated under
subsection (b).

‘“(2) STATE COUNCIL.—The term ‘State
council’” means a State Council for Excel-
lence in Early Childhood described in sub-
section (e).

““(b) DESIGNATION AND BONUS GRANTS.—The
Secretary shall establish a program under
which the Secretary shall—

‘“(1) designate up to 200 exemplary Head
Start agencies as Centers of Excellence in
Early Childhood; and

““(2) make bonus grants to the designated
centers of excellence to carry out the activi-
ties described in subsection (d).

““(c) APPLICATION AND DESIGNATION.—

““(1) APPLICATION.—

“(A) IN GENERAL.—To0 be eligible to receive
designation as a center of excellence under
subsection (b), a Head Start agency in a
State shall be nominated by the Governor of
the State and shall submit an application to
the Secretary at such time, in such manner,
and containing such information as the Sec-
retary may require.

‘“(B) CONTENTS.—At a minimum, the appli-
cation shall include—

‘(i) evidence that the Head Start program
carried out by the agency has improved the
school readiness of, and enhanced academic
outcomes for, children who have participated
in the program;

““(if) evidence that the program meets or
exceeds Head Start standards and perform-
ance measures described in subsections (a)
and (b) of section 641A, as evidenced by suc-
cessful completion of programmatic and
monitoring reviews, and has no citations for
substantial deficiencies with respect to the
standards and measures;

““(iii) information demonstrating the exist-
ence of a collaborative partnership between
the Head Start agency and the Governor’s of-
fice;

“(iv) a nomination letter from the Gov-
ernor, demonstrating the agency’s ability to
carry out the coordination, transition, and
training services of the program to be car-
ried out under the bonus grant involved, in-
cluding coordination of activities with State
and local agencies that provide early child-
hood services to children and families in the
community served by the agency; and

“(v) information demonstrating the exist-
ence of, or the agency’s plan to establish, a
local council for excellence in early child-
hood, which shall include representatives of
all the institutions, agencies, and groups in-
volved in the work of the center for and the
local provision of services to eligible chil-
dren and other at-risk children, and their
families.

““(2) SELECTION.—In selecting agencies to
designate as centers of excellence under sub-
section (b), the Secretary shall designate at
least 1 from each of the 50 States and the
District of Columbia.

*“(3) TERM OF DESIGNATION.—

“(A) IN GENERAL.—Subject to subparagraph
(B), the Secretary shall designate a Head
Start agency as a center of excellence for a
5-year term. During the period of that des-
ignation, subject to the availability of ap-
propriations, the agency shall be eligible to
receive a bonus grant under subsection (b).
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“(B) REVOCATION.—The Secretary may re-
voke an agency’s designation under sub-
section (b) if the Secretary determines that
the agency is not demonstrating adequate
performance.

““(4) AMOUNT OF BONUS GRANT.—The Sec-
retary shall base the amount of funding pro-
vided through a bonus grant made under sub-
section (b) to a center of excellence for the
center’s staff costs on the number of children
served at the center of excellence. The Sec-
retary shall make such a bonus grant in an
amount of not less than $100,000 per year.

““(d) USeE OF FUNDS.—

“(1) AcTivITIES.—A center of excellence
that receives a bonus grant under subsection
(b) may use the funds made available
through the bonus grant—

“(A) to provide Head Start services to ad-
ditional eligible children;

“(B) to better meet the needs of working
families in the community served by the
center by serving more children in Early
Head Start programs or in full-working-day,
full calendar year Head Start programs;

“(C) to model and disseminate best prac-
tices for achieving early academic success,
including achieving school readiness and de-
veloping preliteracy and prenumeracy skills
for at-risk children, and to provide seamless
service delivery for eligible children and
their families;

‘(D) to coordinate early childhood and so-
cial services available in the community
served by the center for at-risk children (pre-
natal through age 8) and their families, in-
cluding services provided by child care pro-
viders, health care providers, and providers
of income-based financial assistance, and
other State and local services;

““(E) to provide training and cross training
for Head Start teachers and staff, and to de-
velop agency leaders;

“(F) to provide effective transitions be-
tween Head Start programs and elementary
school, to facilitate ongoing communication
between Head Start and elementary school
teachers concerning children receiving Head
Start services, and to provide training and
technical assistance to providers who are
public elementary school teachers and other
staff of local educational agencies, child care
providers, family service providers, and
other providers of early childhood services,
to help the providers described in this sub-
paragraph increase their ability to work
with low-income, at-risk children and their
families; and

“(G) to carry out other activities deter-
mined by the center to improve the overall
quality of the Head Start program carried
out by the agency and the program carried
out under the bonus grant involved.

““(2) INVOLVEMENT OF OTHER HEAD START
AGENCIES AND PROVIDERS.—Not later than the
second year for which the center receives a
bonus grant under subsection (b), the center,
in carrying out activities under this sub-
section, shall work with the center’s dele-
gate agencies, several additional Head Start
agencies, and other providers of early child-
hood services in the community involved, to
encourage the agencies and providers de-
scribed in this sentence to carry out model

programs. The center shall establish the
local council described in subsection
©@)(B)(V).

‘“(e) STATE COUNCILS FOR EXCELLENCE IN
EARLY CHILDHOOD.—

““(1) ESTABLISHMENT.—The Secretary shall
make grants to States to enable the States
to establish State Councils for Excellence in
Early Childhood. The State council estab-
lished by a State shall include representa-
tives of Head Start agencies, public elemen-
tary schools, providers of early childhood
services (including family service providers),
and other entities working with centers of
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excellence in the State. The State council
shall be chaired by a Director of a center of
excellence in the State.

““(2) FuNCTIONS.—The State council shall
work with the State Head Start Office of
Collaboration. The State council shall re-
view and compile information on the work of
the centers of excellence in the State, col-
lecting and disseminating information on
the findings of the centers, and identifying
barriers to and opportunities for success in
that work that could be addressed at a State
level. The State Head Start Office of Col-
laboration shall address the barriers and op-
portunities.

““(f) RESEARCH AND REPORTS.—

““(1) RESEARCH.—The Secretary shall make
a grant to an independent organization to
conduct research on the ability of the cen-
ters of excellence to improve the school
readiness of children receiving Head Start
services, and to positively impact school re-
sults in the earliest grades. The organization
shall also conduct research to measure the
success of the centers of excellence at en-
couraging the center’s delegate agencies, ad-
ditional Head Start agencies, and other pro-
viders of early childhood services in the com-
munities involved to meet measurable im-
provement goals, particularly in the area of
school readiness.

““(2) REPORT.—Not later than 48 months
after the date of enactment of the Head
Start Centers of Excellence Act of 2003, the
organization shall prepare and submit to the
Secretary and Congress a report containing
the results of the research described in para-
graph (1).

““(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated for
fiscal year 2004 and each subsequent fiscal
year—

““(1) $90,000,000 to make bonus grants to
centers of excellence under subsection (b) to
carry out activities described in subsection
(d);
““(2) $2,500,000 to pay for the administrative
costs of the Secretary in carrying out this
section, including the cost of a conference of
centers of excellence;

““(3) $5,500,000 to make grants to States for
State councils to carry out the activities de-
scribed in subsection (e); and

““(4) $2,000,000 for research activities de-
scribed in subsection (f).”.

By Mr. HATCH:

S. 1475. A bill to amend the Internal
Revenue Code of 1986 to promote the
competitiveness of American busi-
nesses, and for other purposes; to the
Committee on Finance.

Mr. HATCH. Mr. President, | rise
today to introduce legislation to
change the way this country taxes
business income, whether earned at
home or abroad. The bill 1 am intro-
ducing, the ‘“Promote Growth and Jobs
in the USA Act of 2003,”” or the “Pro
Grow USA Act,” was made necessary
because the World Trade Organization
has ruled that a significant feature of
our current tax system, the
Extraterritorial Income Exclusion (or
ETI), is an impermissible trade subsidy
under WTO rules.

This final WTO ruling followed a
similar decision of that body made a
few years ago that a previous U.S. tax
provision, the Foreign Sales Corpora-
tion (or FSC), was also an illegal trade
subsidy under the WTO rules. After
that first WTO decision, Congress re-
placed the FSC provision with the ETI
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provision, which generally replicated
the benefits of the FSC to its recipi-
ents. Both provisions were designed to
help U.S. exporters better compete in
the global economy.

Unfortunately, we now find ourselves
in the very unpleasant situation of
having to repeal the ETI tax benefit.
This repeal will cost the exporters of
this nation more than $4 billion per
year. Failure to repeal it by the end of
2003 could bring upon us trade sanc-
tions by the European Union, which
has already been authorized by the
WTO to assess these sanctions in an
amount exceeding $4 billion per year.

Even though | am not enthusiastic
about introducing legislation to repeal
that tax benefit, 1 believe we should
make a virtue out of necessity. This is
what I am trying to accomplish with
this bill. We know we cannot, in a
WTO-compliant way, give those lost
tax benefits back to the companies
that are losing them by the repeal.
What we can do, however, is pass tax
reform measures to strengthen all
American businesses.

I see this as an opportunity to once
again make America the world’s great-
est location to start a business, and the
world’s greatest location to grow a
business.

Today, savings and investment dol-
lars flow around the world at the speed
of light, and businesses look all over
the world when deciding where to put
their global headquarters, their re-
search departments, and their manu-
facturing operations. We need to take
these facts into account when we re-
form our tax rules, which we now are
forced to do. Our goal should be to
make the U.S. economy a magnet for
greater innovation and greater capital
formation.

I believe, that this is the right time
to look at how our companies do busi-
ness overseas, both how they export
products abroad and how they expand
their operations abroad. And, | believe
we should also take this opportunity to
examine whether our tax policy can be
improved to better help U.S. firms that
operate only domestically grow and
thrive.

In my view, the ETI repeal has to ad-
dress the legitimate concerns of both
domestic producers and U.S.-based
multinationals. Both kinds of compa-
nies hire Americans, both kinds of
companies make interest payments and
dividend payments to Americans, and
both kinds of companies pay American
taxes.

In response to this situation, Mem-
bers of Congress have introduced sev-
eral proposals to repeal and replace the
ETI benefit. One leading proposal
would create a new, lower tax rate for
American manufacturers. While | am
certainly not opposed to lowering tax
rates on U.S. manufacturers, | am con-
vinced that such a solution, by itself, is
not adequate. This is because it ignores
the very real problems our tax code
presents to U.S. businesses that expand
overseas.
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As with several of my colleagues on
the Finance Committee, | have long
been interested in improving our tax
rules that govern international trans-
actions. They are woefully out of date
and harm the ability of U.S. firms to
compete on a global basis. Moreover,
the rules are mind numbingly complex.

Legislation | introduced with Sen-
ator BAucUS in 1999 would have gone a
long way toward updating and simpli-
fying these laws so they work much
better. Some of those provisions were
included in a large tax bill that both
the Senate and House passed that year
that was unfortunately vetoed by
President Clinton for reasons unrelated
to the international provisions.

Since then, however, there has been a
great deal of interest in reforming the
international rules, but the opportuni-
ties to bring such measures to the
floors of the House and Senate have
been quite limited, until now. As |
mentioned, | believe that the repeal of
the ETI represents a rare opportunity
to address these much-needed changes.

Another major solution to the ETI
repeal and replacement problem is the
one taken by Chairman BiLL THOMAS of
the House Ways and Means Committee
in the bill he introduced last Friday. |
want to emphasize that while my bill
and Chairman THOMAS’s bill are very
different in many respects, they are
very much alike in the approach they
take to the problem. Both Chairman
THOMAS and | believe it is vital to ad-
dress the issues presented by both do-
mestic businesses and by multinational
firms.

There are three principles underlying
my legislation. The first is that as we
repeal ETI, we should strive to replace
it with provisions that would increase
the competitiveness of U.S. companies
at home as well as abroad, and that
would increase the productivity growth
of our economy. | want to increase the
ability of all American firms to com-
pete, both those just at home and those
that also operate abroad

There is a false notion we hear from
time to time that if we make it easier
for U.S. companies to operate effec-
tively on a worldwide basis, we are
making them more likely to move U.S.
jobs abroad. | believe just the opposite
is true—that making U.S. firms more
competitive worldwide increases the
quality and quantity of American jobs.

When companies expand overseas,
they likely hire more people at the
U.S. headquarters. The R&D jobs, the
marketing jobs, management and sup-
port jobs—we can have those jobs here,
supporting a U.S. company’s worldwide
operations. | think we should make it
easier to grow those kind of good-pay-
ing headquarters jobs right here at
home.

The second principle is that we ought
to simplify the tax code to the extent
possible. My bill would do this both in
the international arena and in the de-
preciation rules.

Finally, | want to make it clear that
I disagree with the notion that replac-
ing the ETI provision has to be a zero
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sum game. The Senate budget resolu-
tion calls for nearly $500 billion more
in tax cuts outside of budget reconcili-
ation. | believe we should be willing to
spend some of this tax cut money to
ensure that all American businesses
are better able to grow and compete.

Notwithstanding our new deficit pro-
jections, | still believe that President
Bush and those who support him are on
the right track in trying to pass tax
cuts to increase economic growth and
productivity, combined with spending
discipline. One thing is for certain—we
will never get out of a deficit mode
with the slower growth that comes
from tax hikes and more government
spending.

I understand the political realities
facing the Senate in this, the 108th
Congress. | understand that a bill fea-
turing $200 billion or more in addi-
tional tax cuts is not likely to attract
the kind of bipartisan support it needs
in order to be marked up in the Fi-
nance Committee and to make it to the
floor of the Senate.

Therefore, my goal in introducing
this legislation is threefold. First, |
hope to help convince my colleagues of
the importance of meeting our WTO
obligations this year, by repealing the
ETI provision. As our economy strug-
gles to shake off the last recession, the
last thing we need is to impose large
and onerous trade sanctions upon it.

Second, | want to expand the options
on the table for the Finance Com-
mittee to consider when we start put-
ting the bill together this autumn.
Even in a revenue neutral environ-
ment, the ideas put forward by my bill
should provide many additional choices
for the Committee to consider.

Finally, 1 hope that by introducing
this legislation, we will end up with a
final bill that will be more beneficial
to U.S. domestic and U.S.-based multi-
national companies and their workers.
In my view, we simply cannot afford to
focus on just workers for domestic
companies or just on employees of
global companies. We need both for our
long-term prosperity.

The bill 1 am introducing today has
four major components. First, of
course, it repeals the ETI provision and
provides three years of generous transi-
tion relief. When a representative of
the U.S. Trade Representative’s office
testified before the Finance Committee
a few weeks ago, | asked him what the
appropriate phase-out of the ETI ben-
efit might be, so as not to trigger the
trade sanctions by the E.U. In reply to
my question, he stated that he believed
the Europeans would view one or two
years as a normal and expected phase
out period.

On the other hand, the USTR official
indicated that he believed that a longer
period of, four or five years | believe he
said, would definitely cause some real
concern on the part of the Europeans.
Therefore, 1 included a three-year
phaseout of the ETI benefit in my bill.
Specifically, the benefits of the ETI ex-
clusion would be phased out at the rate
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of 25 percent in 2004, 50 percent in 2005,
75 percent in 2006, and no benefits in
2007 and thereafter.

Second, the bill contains a substan-
tial international tax reform title. Our
international tax system is based on
two key principles, neither of which
work very well in practice under our
current outdated laws. The first prin-
ciple is that U.S. companies that pay
income tax to other countries should
not be double taxed on that income.
The second principle is that companies
engaged in active overseas businesses
should not pay tax on that income
until it is returned to the U.S. parent
corporation. Our current rules violate
these principles again and again, and |
think it’s time to return to these prin-
ciples.

For example, our foreign base com-
pany tax rules, which make it expen-
sive for companies to create an over-
seas regional marketing and distribu-
tion network for U.S. products, are an
anachronism. They hurt U.S. exports,
and need to be fixed. But we are told
that repealing these rules would cost
the Treasury too much revenue, and
that they may open up opportunities
for transfer pricing abuses.

Recognizing this revenue concern, |
am proposing to allow a repeal of the
foreign base company rules as long as
the base company is in a country with
which we have a comprehensive tax
treaty, or when the U.S. parent has an
advanced pricing agreement in place
with the IRS. These backstops should
reduce these concerns about base com-
pany repeal.

Further, | want to open a debate on
the merits of a territorial tax system.
I want to open that debate by pro-
posing an expansion of the temporary
dividend repatriation proposal that
some of my colleagues have embraced,
and that | myself voted for in the Fi-
nance Committee and on the floor.
While | believe that such a temporary
provision has merit from an economic
stimulus standpoint, | have real tax
policy concerns about it.

Therefore, in my bill | propose a per-
manent, reduced corporate tax rate of
5.25 percent to companies that repa-
triate foreign earnings to the U.S., as
long as they spend that money on high-
er levels of business equipment and re-
search expenditures. Overseas profits
can pay for new machines, new re-
search, and better jobs right here at
home, and multinational businesses
will be given a strong incentive in my
bill to invest in such economically
positive activities. | hope that my col-
leagues will give serious consideration
to this proposal.

In the 107th Congress, Senator
BREAUX and | introduced S. 1475, a bill
to provide an appropriate and perma-
nent tax structure for investments in
the Commonwealth of Puerto Rico and
the possessions of the United States.
That bill would have allowed subsidi-
aries of U.S. companies incorporated in
Puerto Rico and the U.S. possessions to
repatriate active business income
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earned in these jurisdictions at the
equivalent of a 5.25 percent tax rate.

As | just mentioned, the bill I am in-
troducing today would provide gen-
erally comparable treatment for U.S.
subsidiaries incorporated in all foreign
jurisdictions, including Puerto Rico
and the U.S. possessions, to the extent
the companies invested those repatri-
ated earnings on higher levels of busi-
ness equipment and research.

As a result of expanding the scope of
last year’s bill, | recognize that U.S.
companies might not be encouraged to
invest in Puerto Rico and the U.S. pos-
sessions as compared to any foreign
country. Since 1921, the United States
has accorded preferential tax treat-
ment to the business operations of U.S.
companies in Puerto Rico and the U.S.
possessions. This tax treatment offsets
U.S. regulatory mandates—such as
minimum wage and environmental and
safety regulations—and has supported
Puerto Rico’s industrial development
program, which has resulted in an in-
crease in Puerto Rico’s per capita in-
come from 16 percent of the U.S. aver-
age in 1948 when the industrial incen-
tives program began, to 32 percent
today.

I remain concerned about the eco-
nomic development of Puerto Rico and
the U.S. possessions and therefore will
continue to support separate legisla-
tion that supports employment and
economic opportunity for American
citizens living in the Commonwealth
and the possessions.

The third section of my bill extends
and expands the research credit on a
permanent basis. This provision is
identical to the bill that Senator BAU-
cus and | introduced earlier this year.
And as many of my colleagues know, a
permanent research credit enjoys sig-
nificant bipartisan support here in the
Senate, both on and off the Finance
Committee.

Finally, the bill offers real deprecia-
tion reform. The bill offers three years
of complete expensing of business
equipment and leasehold improve-
ments. It builds on the bonus deprecia-
tion incentives we included in both the
2002 stimulus tax cut bill and the
growth tax cut bill we passed earlier
this year.

Essentially, all the same kinds of as-
sets that qualified for the bonus depre-
ciation benefits in those two bills
would now qualify for 100 percent im-
mediate expensing under this bill.
Moreover, the bill would extend the
Section 179 expensing provision for
small businesses by one full vyear.
Economists tell us that what this re-
covery lacks is capital spending by
business. By building on the incentives
we passed in the earlier tax bills, we
can get capital spending moving again.
This will lead to higher productivity
and higher wages.

I would like to comment on more as-
pects of the depreciation section of my
bill. 1 have been told by some of my
business constituents in Utah that the
bonus depreciation provisions are not
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helpful to them. This is because those
companies are currently suffering
losses and have no current taxable in-
come. Moreover, some of these busi-
nesses have been having difficulties for
so long that they have no recent year
when tax was paid to which they may
carry back a net operating loss.

One tax attribute that many of these
companies do have, however, is prepay-
ment credits under the Alternative
Minimum Tax. As many of my col-
leagues know, the AMT has the per-
verse effect of hurting companies when
business conditions are poor, thus ex-
acerbating an already difficult finan-
cial situation. So, unprofitable compa-
nies often find themselves continuing
to pay the alternative minimum tax.

In order to assist companies like the
ones | described, my bill includes a pro-
vision that would allow a taxpayer to
elect to forego the expensing of newly
acquired business property and instead
to effectively monetize their corporate
alternative minimum tax credits to
that extent. This simple proposal
bestows no new tax benefits on these
companies, but rather delivers the full
expensing provision at the time it is
most needed by the company and in the
economy generally.

Moreover, this provision helps to
equalize the tax treatment between
fully taxable companies that can take
full advantage of tax incentives and
their less fortunate competitors that
cannot at the present fully utilize
those benefits. Having Congress assist
those companies who are enjoying good
times at the expense of those who are
struggling is not in the best interest of
this nation.

I hope this bill will make a positive
contribution to the debate in both the
Senate and the House. And, | hope the
final ETI repeal and replacement bill
that the President signs will be more
beneficial to more domestic and multi-
national companies because of the
ideas we are proposing.

Finally, | hope that throughout this
debate, as accusations and proposals
fly back and forth regarding how best
to help the U.S. economy, we keep our
eyes on the real goal—keeping Amer-
ica’s workers the most productive in
the world, whether they work in an of-
fice park or in a factory. And as the
1990s proved beyond doubt, high pro-
ductivity and lower unemployment
rates can easily go hand in hand. As we
saw in the 1990s, higher productivity is
the key to higher wages and better
jobs.

| ask unanimous consent that a sec-
tion-by-section summary of my bill be
printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

ETl REPEAL AND REPLACEMENT BILL—PRO-
MOTE GROWTH & JOBS IN THE USA (PRO
GROW USA) ACT OF 2003

SECTION-BY-SECTION DESCRIPTION

Title I—Repeal ETI & Provide Transition

Relief

Section 101. Repeal of

extraterritorial income.

exclusion for
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Provides for repeal of ETI regime with
three years of transition relief, (i.e., 75 per-
cent of current benefit in 2004, 50 percent in
2005, and 25 percent in 2006).

Title I1—Simplification of Rules Relating to

Taxation of U.S. Businesses Operating

Abroad

Subtitle A—Treatment of Controlled Foreign
Corporations

Section 201. Exceptions from foreign base
company sales and services income rules.

Provides for repeal of the foreign base
company sales and services income rules for
income derived either from transactions cov-
ered by an Advanced Pricing Agreement with
IRS (APA) or from transactions with coun-
tries with whom the U.S. has a comprehen-
sive income tax treaty and exchange of infor-
mation program, excluding Barbados. Pro-
vides that transactions in which an APA
would not apply will not trigger subpart F
income in any case. This provision allows
companies to centralize their offshore mar-
keting and sales operations in one country
without triggering current U.S. tax.

Section 202. Look-thru treatment of pay-
ments between related controlled foreign
corporations under foreign personal holding
company income rules.

Dividends, interest, rents, and royalties re-
ceived by one CFC from a related CFC would
not be treated as foreign personal holding
company income to the extent attributable
to non-subpart F earnings of the payor.
Under current law, many companies can al-
ready achieve this result through the use of
hybrid branches. This provision would sim-
plify the subpart F rules and reduce the ex-
pense of international tax planning.

Section 203. Look-thru treatment for sales
of partnership interests.

Treats the sale of a partnership interest by
a CFC as the sale of a proportionate share of
partnership assets for purposes of deter-
mining foreign personal holding company in-
come under subpart F.

Section 204. Repeal of foreign personal
holding company rules and foreign invest-
ment company rules.

Eliminates redundancy in the U.S. tax
code. Recommended by the Joint Committee
on Taxation, in its simplification study.

Section 205. Clarification of treatment of
pipeline transportation income.

Foreign base company oil-related income
would not include income derived from a
source within a foreign country in connec-
tion with the pipeline transportation of oil
or gas within such foreign country. Pipeline
transportation income is not mobile income,
and the arms-length price of such income is
readily determined.

Section 206. Permanent extension and
modification of Subpart F exemption for ac-
tive financing.

Permanently extends the subpart F exemp-
tion for active financing income, currently
due to expire January 1, 2007. This provision
first became law in 1997, and accords with
the underlying policy that income earned by
a domestic parent corporation from active
foreign operations conducted by foreign cor-
porate subsidiaries generally is subject to
U.S. tax only when repatriated. Until such
repatriation, the U.S. tax on such income is
generally deferred. In addition, for purposes
of defining ‘“‘qualified banking or financing
income” (under section 954(h)(3)), activities
conducted by employees of certain related
persons are treated as conducted directly by
an eligible CFC or qualified business unit in
its home country.

Section 207. Expansion of de minimis rule
under subpart F.

Expands Subpart F de minimis rule to be
the lesser of 5 percent of gross income or $5
million. Current law threshold is 5 percent of
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gross income or $1 million. Recommended by
the Joint Committee on Taxation in its sim-
plification study, this provision would sim-
plify tax planning for small- and medium-
sized companies just starting their overseas
operations.

Section 208. Modification of interaction be-
tween Subpart F and PFIC rules.

Adds an exception to the rules governing
the overlap of the Subpart F and passive for-
eign investment company rules for U.S.
shareholders that face only a remote likeli-
hood of incurring a Subpart F inclusion in
the event that a CFC earns Subpart F in-
come, thus preserving the potential applica-
tion of the passive foreign investment com-
pany rules in such cases. Recommended by
the Joint Committee on Taxation in its
Enron report. This provision would raise a
small amount of revenue.

Section 209. Determination of foreign per-
sonal holding company income with respect
to transactions in commodities.

Allows a company to hedge its commod-
ities without triggering Subpart F as long as
the company uses these commodities in the
course of its business. Since hedging allows
companies to lock in long-term prices on
commodities with fluctuating spot-market
prices, this hedging simplifies long-run busi-
ness planning, and is an integral part of a
company’s active operations.

Section 210. Repeal of foreign base com-
pany shipping income rules.

Foreign base company shipping rules are
repealed outright. The proposal also relaxes
the ‘“‘active rents” test under subpart F for
rents derived from aircraft or vessels. Re-
quires the CFC receiving such rental income
to be actively in the business of renting or
leasing such aircraft or vessels. The current
‘‘active rents” test, by looking at the CFC’s
active leasing expense rather than its actual
activity, sets too high a bar for companies
leasing aircraft and vessels.

Section 211. Reduced tax on repatriated
earnings previously exempt from tax under
Subpart F.

Allows companies to repatriate overseas
profits at a reduced tax rate as long as those
funds are spent to increase U.S. innovation.
Specifically, reduces the tax on repatriated
earnings by 85 percent, to a 5.25 percent rate,
to the extent that a company’s spending on
equipment and research exceeds an ‘“‘innova-
tion baseline.” The innovation baseline is
defined as 85 percent of the average spending
on equipment and research over the past
three years. This permanent provision en-
courages companies to repatriate overseas
profits that would otherwise likely remain
offshore.

Subtitle B—Provisions Relating to Foreign

Tax Credit

Section 221. Interest expense allocation
rules.

Modifies current-law interest expense allo-
cation rules by providing a one-time election
for the common parent of an affiliated group
to allocate and apportion interest expense of
domestic members of a worldwide affiliated
group on a worldwide-group basis and allows
a one-time election for financial subgroups
to allocate interest expense by applying
fungibility principles on a worldwide basis.
Current interest allocation rules assume
that money borrowed in the U.S. is used in
overseas operations, and thereby reduces re-
ported foreign source income. This may arti-
ficially reduce the foreign tax credit limita-
tion, even for companies that have paid sub-
stantial foreign taxes.

Section 222. Extension of period to which
excess foreign taxes may be carried.

Allows a 20-year carryforward of foreign
tax credits. Extending the carryforward from
five years to 20 years allows companies more
opportunities to avoid double taxation.
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Section 223. Ordering rules for foreign tax
credit carryforwards.

Reorders the utilization of foreign tax
credits so that credits carried from prior
years would be used before current year cred-
its under a first-in-first-out rule, instead of
the current-law last-in-first-out rule. By al-
lowing companies to use their oldest foreign
tax credits first, this provision would reduce
the possibility of double taxation.

Section 224. Repeal of limitation of foreign
tax credit under alternative minimum tax.

Eliminates the arbitrary and unfair 10 per-
cent haircut on foreign tax credits that can
be applied to the alternative minimum tax.

Section 225. Look-thru rules to apply to all
dividends from noncontrolled section 902 cor-
porations.

Current law provides look-through treat-
ment to dividends from section 902 corpora-
tions for dividends paid out of earnings and
profits accumulated from 2003 onward. This
provision gives such treatment to all divi-
dends, regardless of the year the earnings
and profits from which a dividend is paid
were accumulated. The current rules for
dividends from section 902 corporations are
complex and result in compliance burdens
for taxpayers; this provision would simplify
the Code and remove these burdens. This
proposal is based on a Joint Committee on
Taxation recommendation.

Section 226. Reduction to 2 foreign tax
credit baskets.

Reduces number of foreign tax-credit bas-
kets to two: General Category Income and
Typically-Low-Taxed Income (TyLT). The
TyLT tax basket would include income from
the eliminated passive, shipping, and DISC/
FSC baskets. The General Category Income
basket would include income from the old
general limitation basket, as well as income
from the high withholding interest income
and financial services income baskets. The
current-law division of income into multiple
baskets is a leading source of tax com-
plexity.

Section 227. Recharacterization of overall
domestic loss.

Allows companies with an overall domestic
loss to more easily use their foreign tax
credits. This proposal would provide sym-
metry in the treatment of U.S. and foreign
losses for foreign tax credit limitation pur-
poses. Current law makes it difficult for
companies to use these credits when they
have overall domestic losses.

Section 228. Repeal of special rules for ap-
plying foreign tax credit in case of foreign
oil and gas income.

Repeals special rules for applying foreign
tax credits in the case of foreign oil and gas
income. Current law places special restric-
tions on foreign tax credits derived by the
foreign oil and gas extraction industry.

Section 229. Increase in individual exemp-
tion from foreign tax credit limitation.

Increases the current exemption from the
foreign tax credit limitation for certain indi-
viduals under section 904(j) from $300, $600 in
the case of a joint return to $500, $1,000 in the
case of a joint return, and indexes those
amounts for inflation. This simplifies tax fil-
ing for individual investors who hold small
amounts of foreign investments.

Section 230. U.S. property not to include
certain assets of CFCs.

Reforms the rules regarding investments
in U.S. property by CFCs so that ‘“U.S. prop-
erty’’ does not include certain securities ac-
quired and held by a CFC in the ordinary
course of its business as a dealer in securi-
ties.

Section 231. Attribution of stock ownership
through partnerships to apply in deter-
mining section 902 and 960 credits.

For foreign tax credit purposes, allows
stock owned indirectly through a partner-
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ship to be treated as proportionately owned
by the partners. By allowing foreign tax
credits to pass through to partners, potential
for double taxation is reduced. Rec-
ommended by the Joint Committee on Tax-
ation in its simplification study.

Section 232. Provide equal treatment for
interest paid by foreign partnerships and for-
eign corporations.

Provides foreign partnerships with the
same sourcing treatment on interest pay-
ments as foreign corporations. Current law
states that if a foreign partnership has any
U.S. operations, then any interest paid by
that partnership is U.S. source. By contrast,
for foreign corporations with U.S. branch op-
erations, only interest payments from the
U.S. branch are U.S. source.

Section 233. Application of look-thru rules
to interest, rents, and royalties.

Applies look-through rules to interest,
rents, and royalties received or accrued from
noncontrolled 902 corporations and entities
that would be CFCs if they were foreign cor-
porations.

Section 234. Clarification of treatment of
certain transfers of intangible property.

This resolves an uncertainty that arose in
connection with changes made to section
367(d) in 1997.

Subtitle C—Other Provisions

Section 251. Application of uniform cap-
italization rules to foreign persons.

Requires the use of U.S. generally accepted
accounting principles rather than UNICAP
rules for purposes of determining earnings
and profits as well as subpart F income. For
most firms, this will prevent companies from
having to keep accounting books in both
UNICAP and GAAP formats. This simplifica-
tion proposal was recommended by the Joint
Committee on Taxation in its simplification
study.

Section 252. Treatment of certain dividends
of regulated investment companies.

Exempts from U.S. withholding tax certain
dividends received by nonresident alien indi-
viduals or foreign corporations from a regu-
lated investment company. Such exemption
would apply to dividends paid out of short-
term capital gains and interest income that
would itself be exempt from withholding.

Section 253. Repeal of withholding tax on
dividends from certain foreign corporations.

Extends an exemption from the with-
holding tax to dividends paid by certain for-
eign corporations. Recommended by the
Joint Committee on Taxation in its sim-
plification study.

Section 254. Airline mileage awards to cer-
tain foreign persons.

Grants Treasury authority to exempt from
the air travel excise tax amounts attrib-
utable to mileage awards issues to persons
outside the United States.

Section 255. Interest payments deductible
where disqualified guarantee has no eco-
nomic effect.

Eliminates the limitation for the deduc-
tion of interest as a result of section 163(j)
for interest payments on debt guaranteed by
a foreign person as long as the taxpayer es-
tablishes that it could have borrowed the
same amount of debt from an unrelated lend-
er without a guarantee. The Secretary would
be granted authority to disregard such a
showing if the terms of the loan are substan-
tially dissimilar. This proposal properly fo-
cuses the U.S. earnings stripping rules on
the realm of possible abuse: related party
debt.

Section 256. Modifications of reporting re-
quirements for certain foreign-owned cor-
porations.

Creates de minimis exception for report-
ing, and provides companies a 60-day window
for translating documents into English.
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Section 257. Repeal of tax on certain U.S.
source capital gains of nonresident aliens.

Repeals the tax on net U.S. source capital
gains of nonresident alien individuals
present in the U.S. for 183 days or more dur-
ing a taxable year. Recommended by the
Joint Committee on Taxation in its sim-
plification study.

Section 258. Election not to use average ex-
change rate for foreign tax paid other than
in functional currency.

Allows companies an election to use the ef-
fective exchange rate on the day of payment
rather than an annual average exchange
rate. Exchange rates in many countries are
volatile, which can turn an annual average
rate into an inaccurate indicator of taxable
income.

Section 259. Study of impact of inter-
national tax laws on taxpayers other than
large corporations.

The Secretary of the Treasury shall con-
duct a study regarding the impact of the
international tax rules on smaller taxpayers,
in particular regarding the compliance bur-
den on such taxpayers. The study shall set
forth suggestions of how the compliance bur-
den could be reduced for smaller taxpayers.
Not later than 180 days after the date of en-
actment, the Secretary shall submit to the
Congress a report of such study.

Title I11—Credit for Increasing Research Ac-
tivities, provisions are identical to S. 664,
the Hatch-Baucus research credit bill,
which enjoys the bipartisan support of 30
senators.

Section 301. Permanent extension of re-
search credit.

The research credit, which is scheduled to
expire on June 30, 2004, would be extended
permanently.

Section 302. Increase in rates of alternative
incremental credit.

The rates of the current-law alternative in-
cremental credit, which is elective, would be
increased as follows:

Tier One, qualified research expenditures
(QREs) in excess of 1.0 percent of base
amount,—increase from 2.65 percent to 3 per-
cent.

Tier Two, QREs in excess of 1.5 percent of
base amount,—increase from 3.2 percent to 4
percent.

Tier Three, QREs in excess of 2.0 percent of
base amount,—increase from 3.75 percent to 5
percent.

Section 303. Alternative simplified credit
for qualified research expenditures.

The proposed alternative simplified credit
(ASC) would provide a meaningful incentive
for companies to perform R&D activities in
the United States as opposed to other coun-
tries that provide more substantial incen-
tives for such activities. The ASC is an elec-
tive credit that equals 12 percent of the ex-
cess of current-year qualified research ex-
penses (‘“‘QREs’’), as defined under section
41(b), over 50 percent of the taxpayer’s aver-
age QREs for the prior three years. For
start-up taxpayers, the credit would equal 6
percent of current-year QREs.

The election, once made, would apply for
taxable years ending after the date of enact-
ment, and all subsequent taxable years, un-
less revoked with the consent of the Sec-
retary of Treasury. Taxpayers that have pre-
viously elected the Alternative Incremental
Research Credit (AIRC) could apply the new
computational rules or continue to calculate
the credit under the AIRC rules.

Title IV—Reform of Depreciation of Business
Property

Section 401. 100 percent expensing for cer-
tain property through 2006.

Provides immediate write-off for all busi-
ness equipment and leasehold improvements,
the same property which benefits from the
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2002 and 2003 Tax Acts’ bonus depreciation
provisions. Effectively, this provision would
expand the bonus deprecation to 100 percent
and extend it through 2006.

Section 402. One-year extension of expens-
ing for small businesses.

The expansion of section 179 (allowing
small businesses to immediately write off
their business property) is extended through
2006, rather than expiring at the end of 2005
as is now the law.

Section 403. Election to increase minimum
tax credit limitation in lieu of bonus depre-
ciation.

Would allow taxpayers making invest-
ments in business equipment and leasehold
improvements (which would otherwise qual-
ify for immediate expensing under Section
401) to elect to claim accumulated AMT
credits in lieu of claiming immediate expens-
ing. Specifically, a taxpayer making the
election would forego the expensing and
would either reduce its current-year regular
or minimum tax liability or be allowed an
unlimited carryback of AMT credits in an
amount not to exceed the amount of fore-
gone expensing multiplied by 0.35, i.e., the
assumed corporate tax rate. The provision
would expire at the same time as the expens-
ing provision. Taxpayers making the elec-
tion would not reduce the basis of eligible
property and the depreciation adjustments of
the AMT would not apply to such property.
Provision would expire at the end of 2006.

By Mr. HARKIN (for himself and
Mr. DAYTON):

S. 1476. A bill to amend the Internal
Revenue Code of 1986 to encourage in-
vestment in facilities using wind to
produce electricity, and for other pur-
poses; to the Committee on Finance.

Mr. HARKIN. Mr. President, | am in-
troducing today the Wind Power Tax
Incentives Act of 2003. | am pleased to
be joined by Senator DAYTON. This leg-
islation makes it easier for farmers and
others around the country to invest in
wind power for commercial electricity
production. Wind power is a clean, eco-
nomical, and reliable source of renew-
able energy abundant on farms and in
rural areas in lowa and elsewhere.

With this legislation we can help
farmers help themselves by developing
a new source of income, and help the
rest of the country in the production of
renewable energy. Farmers are ready
to take on this effort. A recent study
found that 93 percent of corn producers
support wind energy generally. They
also strongly support the farm bill’s
historic energy title.

This bill complements the farm bill’s
energy programs and other wind power
initiatives currently being considered
by this body. The bill would make
changes to Federal tax law to make the
section 45 wind production tax credit
more widely available to farmers, farm
cooperatives, and other investors. Sec-
tion 45 of Federal tax law provides a
tax credit, currently 1.8 cents per
kiowatthour, for electricity actually
produced and sold during the first ten
years of the life of a wind turbine. The
credit has been extraordinarily suc-
cessful in spearheading the installation
of new wind power capacity by utilities
and in bringing down the cost of this
sustainable energy source to con-
sumers. However, certain barriers have
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prevented wide use by farmers and
other investors.

It’s time to take the next step and
help our family farmers and other in-
vestors benefit from the credit as well.
Our legislation does this by making
three changes to the tax code. First,
under current tax law most losses, de-
ductions, and credits from passive in-
vestments cannot be used to reduce
taxes on wages or other income. So a
farmer who passively invested in wind
energy could not use the tax credits to
offset taxes on farm income. This bill
creates an exception to passive loss re-
strictions for an interest in a wind fa-
cility that qualifies for the section 45
credit. The wind facility’s loss or tax
credits could then offset the income or
taxes on the taxpayer’s farming busi-
ness. Similar exceptions currently
apply to oil and gas investments. To
prevent potential abuse by wealthy
taxpayers, the exception is limited to
taxpayers with income under $1 mil-
lion.

Second, under current law individual
and corporate taxpayers are subject to
an alternative minimum tax (AMT) if
their tax rates fall below certain lev-
els. Taxpayers subject to an AMT can-
not currently use the section 45 wind
tax credit. This bill allows a farmer or
other taxpayer who invests in a wind
electric generating facility to use the
resulting tax credit against the tax-
payer’s alternate minimum tax (AMT).
Similar provisions already exist for
several other tax credits. Again, this
provision is limited to taxpayers with
income under $1 million.

Third, the bill allows cooperatives to
invest in qualified wind facilities and
pass through the section 45 credits to
cooperative members. This will allow
farmers to join together and pool their
resources in a cooperative and still
take advantage of the credit.

The benefits of this legislation are
obvious. Increased renewable energy
production lessens our dependence on
foreign oil, provides environmental and
public health gains, bolsters farm in-
come, creates jobs and boosts economic
growth, especially in rural areas. The
Nation must move toward energy inde-
pendence, and domestically produced
wind power, along with other forms of
renewable energy like biofuels, play an
important part in this endeavor.

I want to thank Senator DAYTON for
co-sponsoring this legislation with me.
His leadership in this area will be in-
strumental to moving the bill forward.
I am hopeful we can pass this legisla-
tion soon to help secure a brighter fu-
ture for our Nation’s farmers and fel-
low citizens.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1476

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE.

This Act may be cited as the “Wind Power
Tax Incentives Act of 2003 *.

SEC. 2. OFFSET OF PASSIVE ACTIVITY LOSSES
AND CREDITS OF AN ELIGIBLE TAX-
PAYER FROM WIND ENERGY FACILI-
TIES.

(a) IN GENERAL.—Section 469 of the Inter-
nal Revenue Code of 1986 (relating to passive
activity losses and credits limited) is amend-
ed by redesignating subsections (I) and (m)
as subsections (m) and (n) and by inserting
after subsection (k) the following new sub-
section:

“() OFFSET OF PASSIVE ACTIVITY LOSSES
AND CREDITS FROM WIND ENERGY FACILI-
TIES.—

“(1) IN GENERAL.—Subsection (a) shall not
apply to the portion of the passive activity
loss, or the deduction equivalent (within the
meaning of subsection (j)(5)) of the portion of
the passive activity credit, for any taxable
year which is attributable to all interests of
an eligible taxpayer in qualified facilities de-
scribed in section 45(c)(3)(A).

“(2) ELIGIBLE TAXPAYER.—For purposes of
this subsection—

“(A) IN GENERAL.—The term ‘eligible tax-
payer’ means, with respect to any taxable
year, a taxpayer the adjusted gross income
(taxable income in the case of a corporation)
of which does not exceed $1,000,000.

““(B) RULES FOR COMPUTING ADJUSTED GROSS
INCOME.—Adjusted gross income shall be
computed in the same manner as under sub-
section (1)(3)(F).

“(C) AGGREGATION RULES.—AIl persons
treated as a single employer under sub-
section (a) or (b) of section 52 shall be treat-
ed as a single taxpayer for purposes of this
paragraph.

‘(D) PASS-THRU ENTITIES.—In the case of a
pass-thru entity, this paragraph shall be ap-
plied at the level of the person to which the
credit is allocated by the entity.”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to facilities
placed in service after the date of the enact-
ment of this Act.

SEC. 3. CREDIT FOR WIND ENERGY FACILITIES
OF AN ELIGIBLE TAXPAYER AL-
LOWED AGAINST MINIMUM TAX.

(a) IN GENERAL.—Section 38(c) of the Inter-
nal Revenue Code of 1986 (relating to limita-
tion based on amount of tax) is amended by
redesignating paragraph (4) as paragraph (5)
and by inserting after paragraph (3) the fol-
lowing new paragraph:

““(4) SPECIAL RULES FOR WIND ENERGY CRED-
IT.—

“(A) IN GENERAL.—In the case of the wind
energy credit of an eligible taxpayer—

““(i) this section and section 39 shall be ap-
plied separately with respect to such credit,
and

“(ii) in applying paragraph (1) to the cred-
it—

“(1) the tentative minimum tax shall be
treated as being zero, and

“(11) the limitation under paragraph (1) (as
modified by subclause (1)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the wind energy
credit).

““(B) WIND ENERGY CREDIT.—For purposes of
this subsection, the term ‘wind energy cred-
it” means the portion of the renewable elec-
tric production credit under section 45 deter-
mined with respect to a facility using wind
to produce electricity.

“(C) ELIGIBLE TAXPAYER.—For purposes of
this paragraph, the term ‘eligible taxpayer’
has the meaning given such term by section
469(1)(2).”

(b) CONFORMING AMENDMENTS.—Paragraphs
@)A1 and (3)(A)(ii)(I1) of section 38(c)
of such Code are each amended by inserting
“or wind energy credit” after ‘“‘employee
credit”.
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(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.

SEC. 4. APPLICATION OF CREDIT TO COOPERA-
TIVES.

(a) IN GENERAL.—Section 45(d) of the Inter-
nal Revenue Code of 1986 (relating to defini-
tions and special rules) is amended by adding
at the end the following new paragraph:

““(8) ALLOCATION OF CREDIT TO SHARE-
HOLDERS OF COOPERATIVE.—

““(A) ELECTION TO ALLOCATE.—

“(i) IN GENERAL.—InN the case of a coopera-
tive organization described in section 1381(a),
any portion of the credit determined under
subsection (a) for the taxable year may, at
the election of the organization, be appor-
tioned pro rata among shareholders of the
organization on the basis of the capital con-
tributions of the shareholders to the organi-
zation.

“(ii) FORM AND EFFECT OF ELECTION.—AN
election under clause (i) for any taxable year
shall be made on a timely filed return for
such year. Such election, once made, shall be
irrevocable for such taxable year.

““(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—The amount of the credit appor-
tioned to any shareholders under subpara-
graph (A)—

““(i) shall not be included in the amount de-
termined under subsection (a) with respect
to the organization for the taxable year, and

““(ii) shall be included in the amount deter-
mined under subsection (a) for the taxable
year of the shareholder with or within which
the taxable year of the organization ends.

““(C) SPECIAL RULES FOR DECREASE IN CRED-
ITS FOR TAXABLE YEAR.—If the amount of the
credit of a cooperative organization deter-
mined under subsection (a) for a taxable year
is less than the amount of such credit shown
on the return of the cooperative organization
for such year, an amount equal to the excess
of—

‘(i) such reduction, over

“(if) the amount not apportioned to such
shareholders under subparagraph (A) for the
taxable year,

shall be treated as an increase in tax im-
posed by this chapter on the organization.
Such increase shall not be treated as tax im-
posed by this chapter for purposes of deter-
mining the amount of any credit under this
subpart or subpart A, B, E, or G.”".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.

By Mr. CORZINE (for himself,
Mr. LAUTENBERG, Mr. SCHUMER,
and Mrs. CLINTON):

S. 1477. A bill to posthumously award
a Congressional gold medal to Celia
Cruz; to the Committee on Banking,
Housing, and Urban Affairs.

Mr. CORZINE. Mr. President, | rise
to honor the magnificent life, and the
legacy, of Celia Cruz, and to introduce
legislation to award her posthumously
our Nation’s highest civilian award,
the Congressional Gold Medal. This
award would be an appropriate tribute
to Ms. Cruz’s life, given her innumer-
able accomplishments in the world of
entertainment, her work as an ambas-
sador of Latino culture, and her many
contributions to American society.

Celia de la Caridad Cruz Alonso was
born on October 21 during the 1920’s.
She died on July 17, 2003, at her home
in Fort Lee, NJ.
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Over a prolific 50-year career as an
entertainer, Celia Cruz, the ““Queen of
Salsa,” recorded more than 50 albums.
Each was a showcase of her talent,
flair, and the passion she brought to
her work. Her collaborative efforts
ranged from work with legendary salsa
artist Tito Puente, pop star David
Byrne, and hip-hop producer Wyclef
Jean. Through those cross-cultural ef-
forts, Cruz’s music reached over four
generations of fans, and helped break
down ethnic and cultural barriers.

Celia Cruz’s gifts as an entertainer
were recognized throughout the world,
and she won hundreds of awards, most
notably a 1990 Grammy Award and Bill-
board Magazine’s ‘“‘Lifetime Achieve-
ment Award’ in 1995. In 1994, Ms. Cruz
was recognized by President Clinton
with a National Endowment of the Arts
award.

While best known for her work as an
entertainer, Celia Cruz was much more
than a singer to her fans, especially to
Latinos in America. She touched the
lives of millions. The outpouring of
sorrow that accompanied the news of
her passing underscores that point.
More than 100,000 people turned out to
pay their respect, and honor the mem-
ory of Celia Cruz at her wake in Miami,
FL. More than 75,000 people lined the
streets of Manhattan—some crying,
many singing and fondly recalling Ms.
Cruz’s life—as her funeral procession
made its way from the St. Patrick’s
Cathedral.

The enormous outpouring of support
that accompanied news of the death of
Celia Cruz provides some indication
about the special nature of this amaz-
ing woman. Her story is that of a girl
from meager means in Havana, Cuba
who eventually grew up to become a
““queen.”

Celia Cruz was one of 14 children
raised in Havana’s Santa Suarez dis-
trict. As a child, she could be heard by
neighbors as she sung her siblings to
sleep. She received her first award in a
competition on the talent show La
Hora Del Té on Radio Garcia Serra, in
which she won first prize.

Her first break came in 1950 when she
took over as the lead singer with
Cuba’s Sonora Matancera. Cruz’s first
recording was a 78 rpm single released
with Sonora Matancera in January
1951, entitled ‘“Cao Cao Mani Picao’.

On July 15, 1960, Cruz and members of
her band fled Cuba for the United
States, to escape the regime of Fidel
Castro. They were able to get out by
convincing Castro’s officials that the
group was simply going on another
tour abroad. Enraged by the singer’s
choice to pursue freedom, Castro never
forgave Cruz for this and refused to let
Celia return to Cuba—even as her
mother was sick and when her father
passed away.

In the 60’s, Celia Cruz and Pedro
Knight, her husband and a member of
the band, decided to make America
their permanent home and Celia Cruz
became a citizen of the United States.

During that time, Celia Cruz trans-
formed from a gifted, charismatic
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Cuban-American singer to a woman
who would become the ‘“‘Queen of
Salsa.”

In 1966, she teamed up with the leg-
endary Tito Puente and together they
released eight albums. Although her
classic style, the origins of salsa, did
not immediately appeal to Latin youth
during the 1960’s, Celia Cruz returned
with a vengeance after a stint in the
Operetta ‘“Hommy,”’” in the early 1970’s.

By 1973, Latin pride had begun to
take hold in American cities with large
Latino communities—particularly in
New York, New Jersey and Florida.

In New York, Latin musicians had
begun to mix classical musical styles
from Puerto Rico, such as Bomba and
Plena, with classical musical styles
from Cuba, such as Mambo and Son,
combining them with the trombone for
a more urban sound. This combination
created what is now known as salsa—
and Celia Cruz was a pioneer of the
genre.

Ms. Cruz signed with Fania Records,
one of the major salsa record labels of
the time, and in the summer of 74 re-
leased Celia & Johnny, the first in a se-
ries of collaborations with Johnny
Pacheco. Building upon the success of
these albums, Cruz then recorded al-
bums with other top leaders on the
Fania roster, like Willie Colon, Papo
Lucca and Ray Barretto, whose bands
each had their own trademark sound.
She toured with the Fania until 1988.

While Latin music has historically
been predominately dominated by male
artists the talent of Celia Cruz could
not be ignored. Her flamboyant cloth-

ing, charismatic presence, proud
voice and her trademark
““Azuuuuuuuuuuuuucar!” tag line be-

came legendary.

In addition to her lucrative recording
career, Cruz also had roles in several
American films such as Salsa, the
Mambo Kings and the Perez Family.
She was a true pioneer.

As | mentioned earlier, Celia Cruz re-
ceived hundreds of awards as a result of
her contributions to music, most nota-
ble the Grammy Award and the Na-
tional Endowment of the Arts Award
from President Clinton. Her contribu-
tions to society and her contributions
to Latino culture have also been well
recognized. Among those the Presi-
dential Medal in Arts from the Repub-
lic of Colombia and the Hispanic Herit-
age Award’s Lifetime Achievement
Award.

Other notable recognitions bestowed
upon Ms. Cruz include an honorary
Doctorate of Music from Yale, a star
on Hollywood’s “Walk of Fame,” and
the keys to the cities of Union City,
NJ; Miami, FL; Dallas, TX; and New
York City.

Those recognitions are all note-
worthy, and the life of Celia Cruz war-
rants each and every one of them. But
of the hundreds of awards won by Celia
Cruz, there is one award that she did
not receive, but most certainly de-
serves the Congressional Gold Medal.

This award is considered our Nation’s
highest civilian honor, and has been
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awarded to a rare and esteemed group
of individuals. Notable recipients in-
clude George Washington, Sir Winston
Churchill, Bob Hope, Robert Frost, Joe
Louis, Mother Teresa, and most re-
cently Tony Blair.

The standards for considering legisla-
tion authorizing Congressional Gold
Medal state that, among other things,
““the recipient shall have performed an
achievement that has an impact on
American history and culture that is
likely to be recognized as a major
achievement in the recipient’'s field
long after that achievement.”

Celia Cruz, music pioneer and the ac-
knowledged ‘“‘Queen of Salsa,” cer-
tainly fits the criteria to receive the
Congressional Gold Medal. Celia Cruz,
ambassador of Latin culture, impas-
sioned voice of freedom, and American
is what the Congressional Gold Medal
is about.

This award would properly honor the
legacy, and the life, of Celia Cruz. |
urge my colleagues to support this im-
portant legislation, and ask unanimous
consent that the text of the legislation
be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Congres-
sional Tribute to Celia Cruz Act”.
SEC. 2. FINDINGS.

Congress finds that—

(1) Celia de la Caridad Cruz Alonso was
raised as one of 14 children in the Santa
Suarez district of Havana, Cuba;

(2) in 1960, Cruz and members of her band
fled Cuba for the United States to escape the
oppressive regime of Fidel Castro;

(3) Celia Cruz and Pedro Knight, her hus-
band of 40 years, chose to make America
their permanent home, where she became a
naturalized American citizen;

(4) while best known for her work as an en-
tertainer, Celia Cruz influenced the lives of
millions of people as an ambassador of
Latino culture and a powerful voice of free-
dom;

(5) over a prolific 50-year career as an en-
tertainer, Celia Cruz became know as the
““‘Queen of Salsa’;

(6) she recorded over 50 albums, and her
collaborative efforts with other performers
helped break down ethnic and cultural bar-
riers;

(7) the musical talent of Celia Cruz earned
her hundreds of awards worldwide, most no-
tably a 1990 Grammy Award and Billboard
Magazine’s ‘‘Lifetime Achievement Award”’
in 1995;

(8) in 1994, Cruz was recognized by Presi-
dent Clinton with the National Endowment
of the Arts Award;

(9) on July 17, 2003, “‘Celia Cruz”’, as she
was more commonly known, passed away at
her Fort Lee, New Jersey home after bat-
tling brain cancer; and

(10) Celia Cruz was much more than just a
singer to millions of fans worldwide, espe-
cially to Latinos in America, and her con-
tributions to music, Latino culture, and
American society make her most deserving
of America’s highest civilian award, the Con-
gressional Gold Medal.

SEC. 3. CONGRESSIONAL GOLD MEDAL.

(a) PRESENTATION AUTHORIZED.—The

Speaker of the House of Representatives and
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the President pro tempore of the Senate
shall make appropriate arrangements for the
posthumous presentation, on behalf of Con-
gress, of a gold medal of appropriate design
in commemoration of Celia Cruz, in recogni-
tion of her enduring contributions to music,
Latino culture, and American society.

(b) DESIGN AND STRIKING.—For purposes of
the presentation referred to in subsection
(a), the Secretary of the Treasury (referred
to in this Act as the *‘‘Secretary’) shall
strike a gold medal with suitable emblems,
devices, and inscriptions, to be determined
by the Secretary.

SEC. 4. DUPLICATE MEDALS.

The Secretary may strike and sell dupli-
cates in bronze of the gold medal struck pur-
suant to section 2 under such regulations as
the Secretary may prescribe, at a price suffi-
cient to cover the cost thereof, including
labor, materials, dies, use of machinery, and
overhead expenses, and the cost of the gold
medal.

SEC. 5. STATUS OF MEDALS.

(a) NATIONAL MEDALS.—The medals struck
pursuant to this Act are national medals for
purposes of chapter 51 of title 31, United
States Code.

(b) NumiIsMATIC ITEMS.—For purposes of
section 5134 of title 31, United States Code,
all medals struck under this Act shall be
considered to be numismatic items.

SEC. 6. AUTHORITY TO USE FUND AMOUNTS;
PROCEEDS OF SALE.

(&) AUTHORITY TO USE FUND AMOUNTS.—
There is authorized to be charged against the
United States Mint Public Enterprise Fund,
such amounts as may be necessary to pay for
the costs of the medals struck pursuant to
this Act.

(b) PROCEEDS OF SALE.—Amounts received
from the sale of duplicate bronze medals au-
thorized under section 3 shall be deposited
into the United States Mint Public Enter-
prise Fund.

———

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 202—EX-
PRESSING THE SENSE OF THE
SENATE REGARDING THE GENO-
CIDAL UKRAINE FAMINE OF 1932-
33

Mr. CAMPBELL submitted the fol-
lowing resolution; which was referred
to the Committee on Foreign Rela-
tions:

S. REs. 202

Whereas 2003 marks the 70th anniversary of
the Ukraine Famine, a manmade disaster
that resulted in the deaths of millions of in-
nocent Ukrainian men, women, and children
and annihilated an estimated 25 percent of
the rural population of that country;

Whereas it has been documented that large
numbers of inhabitants of Ukraine and the
then largely ethnically Ukrainian North
Caucasus Territory starved to death in the
famine of 1932-33, which was caused by forced
collectivization and grain seizures by the So-
viet regime;

Whereas the United States Government’s
Commission on the Ukraine Famine con-
cluded that former Soviet leader Joseph Sta-
lin and his associates committed genocide
against Ukrainians in 1932-33, using food as a
political weapon to achieve the aim of sup-
pressing any Ukrainian expression of polit-
ical and cultural identity and self-deter-
mination;

Whereas, as a result, millions of rural
Ukrainians starved amid some of the world’s
most fertile farmland, while Soviet authori-
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ties prevented them from traveling to areas
where food was more available;

Whereas requisition brigades, acting on
Stalin’s orders to fulfill the impossibly high
grain quotas, seized the 1932 crop, often tak-
ing away the last scraps of food from starv-
ing families and children and Kkilling those
who resisted;

Whereas Stalin, knowing of the resulting
starvation, intensified the extraction from
Ukraine of agricultural produce, worsening
the situation and deepening the loss of life;

Whereas, during the Ukraine Famine, the
Soviet Government exported grain to west-
ern countries and rejected international of-
fers to assist the starving population;

Whereas the Ukraine Famine was not a re-
sult of natural causes, but was instead the
consequence of calculated, ruthless policies
that were designed to destroy the political,
cultural, and human rights of the Ukrainian
people;

Whereas the Soviet Union engaged in a
massive coverup of the Ukraine Famine, and
journalists, including some foreign cor-
respondents, cooperated with the campaign
of denial and deception; and

Whereas, 70 years later, much of the world
is still unaware of the genocidal Ukraine
Famine: Now, therefore, be it

Resolved, That it is the sense of the Senate
that—

(1) the millions of innocent victims of the
Soviet-engineered Ukraine Famine of 1932-33
should be solemnly remembered and honored
on the 70th anniversary of the famine;

(2) the 70th anniversary of the Ukraine
Famine should serve as a stark reminder of
the brutality of the totalitarian, impe-
rialistic Soviet regime under which respect
for human rights was a mockery and the rule
of law a sham;

(3) the Senate condemns the callous dis-
regard for human life, human rights, and
manifestations of national identity that
characterized the Stalinist policies that
caused the Ukrainian Famine;

(4) the manmade Ukraine famine of 1932-33
was an act of genocide as defined by the
United Nations Genocide Convention;

(5) the Senate supports the efforts of the
Government of Ukraine and the Verkhovna
Rada (the Ukrainian parliament) to publicly
acknowledge and call greater international
attention to the Ukraine Famine; and

(6) an independent, democratic Ukraine, in
which respect for the dignity of human
beings is the cornerstone, offers the best
guarantee that atrocities such as the
Ukraine Famine never beset the Ukrainian
people again.

Mr. CAMPBELL. Mr. President, | rise
to submit a Senate Resolution regard-
ing the genocidal Ukraine Famine of
1932-33. The resolution commemorates
the millions of innocent victims of this
Soviet-engineered famine and support
the efforts of the Ukrainian Govern-
ment and Parliament to publicly ac-
knowledge and call greater inter-
national attention to one of the 20th
century’s most appalling atrocities.

This year marks the 70th anniversary
of Stalin’s man-made famine, one of
the most heinous crimes in a century
notable for events that demonstrated
the cruelty of totalitarian regimes.
Seventy years ago, a famine in Soviet-
dominated Ukraine, and bordering eth-
nically-Ukrainian territory in Russia,
resulted in the deaths of millions of
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